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“FOR A WHILE, MR. PEABODY, YOU SEEMED TO FROWN O 
SUGGESTION TO CHANGE TO AIR CIRCUIT BREAKERS. NOW| 
THAT I'M GETTING SOMEWHERE WITH YOU!” 











Ordinarily, there is no need fe 
powerful argument to demonstré 
value of air in electrical prot 
You just consult the record of 
circuit breakers and switchgear 


I-T-E CIRCUIT BREAKER CO. 


AIR CIRCUIT BREAKERS AND SWITCHGEAR 5 
1899 HAMILTON ST., PHILADELPHIA, PA. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreemen 











Public Utilities Fortnightly 





RBER REGULATORS FOR GAS ECONOMY 


Vv 


by A. G. A. 
§ Laboratory. 
4” up. Descrip- 
lders supplied 

your trade. 
or new Catalog 
ices on Barber 
ion and Ap- 

Burners, and 
ors. 


ITH a widespread program of gas conservation en- 

dorsed and urged by Federal authorities, the importance 
of a reliable gas pressure regulator is today emphasized more 
than ever. Gas companies and gas service operators are be- 
hind this program, for natural as well as Butane-Propane and 
bottled gases. The country over, they are advising their cus- 
tomers as to the effective use of all types of gas fuel, and 
avoidance of waste. Barber Gas Pressure Regulators are a 
prime instrument in this campaign and you can safely recom- 
mend them to all consumers, either for installation on indi- 
vidual appliances, or on the service supply line. 


Barber Regulators are quality built throughout, with bronze bodies, 
brass working parts, phosphor bronze springs. Diaphragms are free from 
shrinkage, non-deteriorating, highly flexible. For Butane-Propane or bottled 
gases, especially treated diaphragms are supplied. Make it a rule to 
advise the use of Barber Regulators on all appliances which you install or 


sponsor. sbi 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER eacssuns REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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WALL THREADS. 


Uhneading 
f small pipe 
ith this handier ceuceesce> ratchet die 


Minutes are important now—and this re- 
arkable steel and malleable RIF31B No. 
IR saves them for you. Die heads push out 


314 fasily for changing, snap in from either side, 
= an’t fall out. Alloy steel chaser dies are 
339 gauickly removed for regrinding or reversed 
for close-to-wall threading; no special dies 
6 need d: Give yourse.t smoother cleaner 
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> Se eagle h perfect threads Elec threads with RIDGOIL (Ridge- 
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Pages with the Editors 


TF | F we only had a Bell system covering 
Europe, maybe Europe could have more 
telephones too!” ” 


WE remember these words as if they were 
yesterday, although so much has happened 
since they were first spoken to us in Paris dur- 
ing the spring of 1938. The speaker was a 
French government telephone official whom we 
had mildly taxed for an explanation of the 
large number of telephones in the United 
States as compared with the much more popu- 
lous nations of Europe. 


Back of that simple admission is a basic 
problem which affects not only the telephone 
service but probably all other public utility 
service in Europe. At that time, an ordinary 
long-distance call from southern France to a 
Levantine city only a few hundred miles away 
then had to pass over the lines of half a dozen 
different government systems, clear half a 
dozen different censors, qualify under several 
different taxes, and in all probability be ex- 
posed to a number of secret police intercep- 
tions en route. All this in addition to service 
which the American public would simply de- 
clare intolerable. Now, of course, even such 
service is out for the duration. 


is 


PAUL B. COFFMAN 


In our regulatory quest for “value” have we 
overlooked the importance of “return” ? 


(SEE Pace 277) 
AUG, 27, 1942 


W. D. GAY 


Should utilities be taxed on the same basis as 
unregulated industries ? 


(SEE Pace 267) 


OsviousLy, the “Balkanization” of European 
utility service, which has been necessarily dic- 
tated by the multiplicity of political barriers, 
has hindered the average citizen from reaping 
the full advantages of improvements in utility 
technology which have had such free play upon 
our own broad continent. Power pools and 
interconnected grid systems, 2,000-mile pipe 
lines, through train service, and free exchange 
of rolling stock—all these blessings have made 
utility service in America the best and com- 
paratively the cheapest in the world. They 
have been denied the European countries by 
very reason of the entanglements of interna- 
tional border lines. 


¥ 


URTHERMORE, as the wistful sentence of the 

. French official mentioned above indicates, tt 
would take a truly international organization 
to overcome these entanglements and_ bring 
forth upon the European continent the same 
benefits of utility service we have in America. 
Probably no nation would willingly trust an- 
other national, especially a strong neighboring 
nation, with political control of its own vital 
utility service. It would want a guaranty 0 
some form of international management, disin- 
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Pennsylvania Edison Co. 


Purchases High Efficiency 
Unit for Williamsburg, Pa. 


Burns & Roe, Inc., Cons. Eng. 


300,000 pounds of steam per hour, 975 
lbs. steam pressure, 900° F. steam tem- 
perature, 88.4°/, efficiency. 
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terested in all politics, and divorced from any 
other function except the efficient operation of 
a utility business. 


In short, a Bell system or an Electric Bond 
and Share system, or something very much 
like it for European utilities would seem to 
be required. It would take the enactment of a 
European holding company act, working some- 
what in reverse from our own debatable legis- 
lation of the same name. Perhaps only in such 
a way could the chaos of Europe’s electric sys- 
tems with their various cycles and voltages 
be standardized as a necessary prerequisite for 
mass distribution of electric appliances. 


IN this issue we present the first of a 2-part 
series on the international control of European 
utilities in view of current and prospective 
war developments. It was written by a former 
contributor to these pages, Coronet T. H. 
MrinsHALL, D.S.O., who is well known in this 
country for his w ritings on utility matters in 
Great Britain and Europe. In his next instal- 
ment, which will be published in our next 
issue, this author carries even further his 
analysis of the possibilities of international 
utility control in Europe by suggesting that 
such control might even be made a positive 
instrument of peace enforcement. 


CoLoneEL MINSHALL is a member of the In- 
stitute of Electrical Engineers and Civil Engi- 
neers. He was associated with the birth of the 
English grid and is still residing in London. 
As a keen member of the World Power Con- 
ference, he is acquainted with the power sys- 
tems of the United States and Germany. He 
has also been for over twenty years consulting 
editor of the well-known British Railway 
Gazette and associated with the International 
Railway Congress. 


As a sideline CoLonEL MINSHALL has long 
made a study of German problems, written a 
book “What to Do with Germany,” besides 
contributing to the London Times, Fortnightly 
Review, Hibhert Tournal, and various Ameri- 
can papers on the subject. 


¥ 


NEWCOMER to our pages in this issue is 

PauL B. CorrMAn, vice president of 
Standard & Poor’s Corporation, whose 2-part 
article on “The Direct Approach to the Fair 
Return Question” begins on page 277 of this 
issue. Mr. CorFMAN was formerly a member 
of the faculty of the Graduate School of Busi- 
ness at Harvard University. He was also for- 
merly executive vice president and general 
manager of Poor’s Publishing of Wellesley, 
Massachusetts, and New York city. Upon a 
recent merger of this organization with the 
former Standard Statistics Company, Inc., Mr. 
CoFFMAN took his present post as vice presi- 
dent in charge of valuation and research. 


The concluding instalment of Mr. CorrMAN’S 
article and the one which contains the heart of 
his proposal to streamline the rate-fixing proc- 
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EDITORS (Continued) 


JAMES H, CULLIin»s 


We can be pretty sure there won't be very 
much hoarding of utility equipment. 


(SEE Pace 287) 


ess will appear in the next issue of the Forr- 
NIGHTLY. 


¥ 


B* sheer coincidence we happen to have an- 
other contributor in this issue who is an 
official of Standard & Poor’s Corporation— 
one who came up through the “Standard” 
branch of the family. He is none other than 
W. D. Gay, manager of the utilities depart- 
ment of Standard & Poor’s. His writings have 
by this time become well known and certainly 
well appreciated by readers of the Forrnicut- 
Ly. Mr. Gay’s current article, which leads off 
the issue, has to do with the timely topic of 
utility taxation, with special emphasis on what 
Congress threatens to do about the matter. 


¥ 


J AMES H. Co tins, well-known business 
writer and editor, now a resident of Holly- 
wood, California, may well be a prophet in 
his discussion of lend-lease pooling for frozen 
equipment (beginning page 287). With short- 
ages in critical materials of almost every con- 
ceivable sort staring the utilities in the face, 
there are rumors that WPB is hatching out 
a number of varieties of industrial “pooling 
plans. Not only excess inventory items but 
even operating equipment and man power may 
have to be pooled carefully before the emef- 
gency passes. 


Tue next number of this magazine will be 
out September 10th. 


i Care 





2 very 


Fort- 


ve all- 
) iS an 
tion— 
dard” 
r than 
epart- 
s have 
‘tainly 
SIGHT- 
ds off 
pic of 
1 what 
tter. 


Isiness 
Holly- 
het in 
frozen 
short- 
y con- 
. face, 


ugust 27, 1942 Public Utilities Fortnightly 





JUST OFF The record equipment presented in this new manual should be of 
exceptional interest to every Public Utility executive. These war- 
time alternate products are available without priority, although 


TH FE PR ES: every item is designed and built for long term, permanent use. 


Fully illustrated in color, this 24-page book is complete with prices 
and specifications. A copy will be delivered to your desk promptly 
upon request. There is no charge—and no obligation, of course. 
Remington Rand Inc. Public Utility Dept., Buffalo, N. Y. 


EMINGTON RAND INC. 


ACCOUNTING PHOTOGRAPHIC SYSTEMS TABULATING TYPEWRITERS SUPPLIES 


Adding Dexigraph Kardex Punches Noiseless Carbon Paper 
Calculating Film-a-record Safe-Cabinets Sorters Standard Ribbons 


Bookkeeping Portagraph Filing Cabinets Tabulators Portable Duplicator Stencils 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valean unit makes notable 

4 year record in latest design, 

twin farmace Foster Wheeler 

steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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ulcan unit in twin-furnace Foster Wheeler steam 
berator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 
++» This despite unusual problems presented by 
pvel boiler and furnace design. 
.». As the drawing shows it was impracticable to 
tall soot blowers from the front of the boiler as the 
mace construction precluded installation of con- 
tational type of elements and bearings to provide 
wessary protection and support. 
-». Hence, entry was made at the back necessitating 
ng the elements a distance of about 26 ft., through 
—— and boiler tube banks to the super- 


++» Passage through high temperature, intermediate 
mperature and relatively low temperature zones, 
us the factor of exceptional length, greatly compli- 


a dependable support, and at the same time 
wide for expansion and contraction without danger 
cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 


... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 

















F,. B. HuFNAGEL 
Chairman and president, 
Crucible Steel. 


WuLiAM H. Davis 
Chairman, National War Labor 
Board. 


H. P. Liversipcr 
President, Philadelphia Electric 
Company. 


EmMetrt F, CoNNELY 
Former president, Investment 
Bankers Association. 


Emit SCHRAM 
President, New York 
Stock Exchange. 


Ropert P. PATTERSON 
Under Secretary of War. 


O. ‘C. CARMICHAEL 


Chancellor, Vanderbilt University. 


W. H. Harrison 


Director, Production Division, War 


Production Board. 


AUG. 27, 1942 


Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“Devices to regulate profits should be designed so as to 
avoid destroying the incentive to improve efficiency, avoid’ 
waste, and reduce costs.” 


y 
“,. to say we will have no strikes except strikes about 
union status would be like building the Coulee dam half 
way across the Columbia river.” 


y 
“When we realize fully that a bullet can be more im- 
portant than an extra light, then we shall realize how 
careful we must be in the use of any critical materials 
for expansion...” 


& 

“Recent history abroad is adequate proof that when 
private investment banking is eliminated private enter- 
prise dies. The investment banker is an essential cog in our 
economic structure.” 


- 

“We need today an unambiguous reaffirmation of our 
faith in the American principles. I cannot think of any- 
thing that would give a greater lift to our national spirit 
than an authoritative expression of adherence to the 
American system of private initiative and enterprise.” 


¥ 


“Failure to control prices can seriously impair our de- 
fense effort. Only through adequate control of prices can 
we be assured of timely and adequate production to meet 
our military needs and only through adequate price con- 
trols can we minimize the cost of our defense require- 
ments.” 


e 
“The time has come in American life when men must be 
willing to sacrifice time and effort for the common good 
as never before. They must be able to comprehend the 
threat to American ideals inherent in current trends in 
government, in industry, and in business, and be willing 
to defend them at whatever cost.” 


¥ 

“Mindful as we all are of how fundamental ample pow- 
er is to production—yet you [electric industry] will be 
asked to continue to scrape the bottom of the barrel to 
haul out more kilowatts—the wizardry of your engineers 
and operating men, rather than copper and turbines ot 
the days past, will have to produce these additional kilo- 
watts.” 


12 
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HELPING BURROUGHS USERS MEET TODAY’S PROBLEMS 
WITH THEIR PRESENT EQUIPMENT 


8 SUGGESTIONS 


you can pass along to help 
get more work per machine 


re im- 1 Wherever possible, obtain statistics and figures 
> how for reports as a by-product of regular posting. 


terials 
Post related records in combination. 


when 
enter- 
in our 


2 
3 Change routines or methods to avoid any un- 
necessary rehandling of figures or records. 

4 


Study all office forms to find out whether any 
might be simplified or eliminated. 


Relocate machines, or rearrange the flow of 


»f our 
work to the machines, to speed production. 


f any- 
spirit 

10 the 

se.” 


Make sure that operators are taking full advan- 
tage of short-cut operating methods and time- 
saving machine features. 


ur de- Relieve skilled machine operators of non- 
es can posting work, such as pre-listing, stuffing, 


) meet ° ° 
oi checking for errors, heading new accounts. 


quire- Keep machines always in the best possible 
operating condition. 
” * ¥ 





ust be 


. good These are‘but a few of many suggestions that may help 
id the you get the most out of your present Burroughs equip- 
nds in ment. For any technical machine assistance, call your 


villing local Burroughs office, or write— 
BURROUGHS ADDING MACHINE COMPANY, DETROIT 


z Burroughs 


nes of 


1 kilo- 
‘3 * FOR VICTORY—BUY UNITED STATES WAR BONDS AND STAMPS * 
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“If we are made secure—job secure, old-age secure, 
and all the other secures—then that ‘condiment of life 
insecurity is vanished and we become automatons, fol 
lowers, rank-fillers, easy prey for the regimenters and 
price fixers.” 

Re 

“The war can never be won—much less inflation avoided 
—unless the present complacency of the great majority 
of our people is replaced by an awareness of the grim 
realities of the life and death struggle in which we are 
engaged.” 

» 

“Certainly a way can be found to provide the necessary 
steel needed for building the synthetic rubber plants— 
and one of the best ways would be to stop building public 
power dams which are not needed, and which cannot be 
completed for many years.” 


A 
“Before we can make any kind of price control or re- 
straint work effectively, we shall have to recognize our 
common interest in preventing inflation and the plain fact 
that all our interest groups must submit to it. We are far 
from such agreement today.” 
¥ 
“We must immediately and forthwith accept willingly, 
for the sake of victory, a Spartan existence. I do not 
agree with the President that the American people need 
amusement. What we need is iron-handed, two-fisted 
leadership. The time for self-discipline has arrived.” 
w 
“You can’t eat theories, and you can’t eat freedom. Our 
people will not again stand for mass unemployment. | 
believe there is enough intelligence in business, labor, 
agriculture, and government to solve the problem of un- 
employment, and if you solve that problem you solve the 
whole problem of retaining the free enterprise system in 
one fell swoop.” 
ve 
“This war, as other wars, will have to be fought on bor- 
rowed money. I pray that we may not have to go be 
yond that. It cannot be paid for by taxing the people. 
Such taxes would not only be confiscatory, but they would 
be discriminatory and unfair, and they would probably 
result in the destruction of capital’ on the one hand, and 
whole classes of our community on the other.” 
e 
“No advised and fair-minded person can deny the great 
and valuable services the utility holding companies have 
performed and can continue to perform for the public, 
just as every advised and fair-minded holding company 
management had long recognized the evils that had grown 
up in connection with some holding company systems. The 
elimination of evils in an otherwise sound body by the 
firing squad route seems like the sort of thing we at 
fighting this war to prevent in future.” 
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ONE RESPONSIBILITY SEGREGATED BU 


for the building of and application of equipment to 


COMPLETE SUBSTATIONS—correctly designed, struc- ™ 
turally and electrically, from single line wiring diagrams. 

Designers plan for rigidity, to withstand strains and assure AGTOMATIC 
alignment of equipment; economy, to omit excess parts and THROW-OVER 
provide efficient bus layout; flexibility, to meet future re- EQUIPMENT 
quirements. Speedy, orderly shipments, eliminate erection 

delays. Complete comprehensive proposals are proof of e 


R&IE understanding of your problem. 
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ILWAY ano INDUSTRIAL ENGINEERING CO. 2 


INSBURG, PA. . . . . 4%. IN CANADA, Eastern Power Devices, Ltd., Toronto TESTING DEVICE 
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for the duration 


Picking up the stride of America’s production-for-victory march, this modern 
C-E Unit is staying on the line 24 hours a day, month after month, serving 
the vital power requirements of plants producing rubber, steel, cement and 


textiles, of coal mines and transportation systems. 


During 1941, it was in service 98.2% of the total hours in the year and aver- 
aged 82.2% of its maximum continuous hourly capacity over this entire period. 
Present performance indicates that even these remarkable figures may be 
exceeded for the year 1942. 


This and many similar records emphasize anew the wisdom and farsightedness 
of a policy adhered to by American public utilities for many years past—a policy 
of close cooperation and collaboration with manufacturers’ engineers in the devel- 
opment of ever better equipment to produce power more cheaply, more dependably 
and more abundantly. It is-largely because of this policy that our utilities have 
been able to meet the tremendously increased demand for power 
with relatively little addition to existing facilities and correspondingly 
small requirements for critical materials. It is largely because of this 


policy that America has been able to become the arsenal of democracy. 


Combustion 


200 MADISON AVENUE, NEW YORK, N. Y. 


Engineering 
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OM CAM ::: 


PUBLIC UTILITIES EVERYWHERE LOOK TO I.B.y 
SERVICE BUREAUS FOR SPEEDY RESULTS 


An IBM Service Bureau—There’s one in every big city 


There’s an IBM Service Bureau in each 
IBM branch office. This means that every 
public utility will find Service Bureau 
facilities near at hand—on call for rate 
studies, market analyses, material and 
supplies inventories, property inven- 
tories, personnel studies, wage and social 
security records; and for any other ana- 


lytical work. 


Service Bureaus are staffed by trained 


personnel, and equipped with modern, 


They prepare finished reports fo 


management 


high-speed Electric Accounting Ma 
chines. Work for clients is done under 


policy of strictest confidence. 


The charge to any single client {0 
Service Bureau work can be kept on § 
moderate basis because use of the facil 
ties are shared by many clients. Work i 
done on a complete job basis; or in th 
case of weekly or monthly work, on { 
part-time basis. Call your nearest Inter 


national office for complete information 


INTERNATIONAL BUSINESS MACHINES CORPORATION 





Offices in SE Principal Cities 
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speed 
VICTORY 


VERY storage battery is a war weapon containing metals 

vital to our fighting men. If we can’t join them in tank, 
plane or warship, we can, we must, help by conserving our 
batteries. We urge every battery user to observe more closely 
than ever before the following simple rules of battery 
conservation: 


Add approved water at regular intervals. Water in most 
localities is safe to use in an Exide Battery. Ask us if 
yours is safe. 


Keep the top of battery clean and dry at all times. 


Keep battery fully charged, but not over-charged. Check 
your D.C. control-bus voltmeter to see that it is in 
calibration. 

Keep records of water additions; records of the full charge 
gravity and voltage provide a basis for comparisons to 
detect irregularities. 


If you wish more detailed information, or have a special 
battery problem, don’t hesitate to write. We want to help you 
get the long life that is built into every Exide Battery. Ask 
for booklet Form 3225. 





THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
PHILADELPHIA 











Exide Batteries of Canada, Limited, Toronto 
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When added Inad necessitates 
added power piping in your plant, take 
this short-cut through the special engi- 
neering and prefabrication problems 
that precede installation. “Give the 
plans to Grinnell”, and you'll “sub- 
contract” all the questions and troubles 
of interpreting super-pressure steam 
requirements into super-power piping. 

Grinnell engineers are power spe- 
cialists, qualified by long experience 
to interpret even the most complex 
power problems into speedily-erected, 
underwriter-approved piping systems. 


Grinnell plants, strategically located to 
serve defense industries, are equipped 
with every last facility to prefabricate 
these vital systems. 

Grinnell is helping leading manu- 
facturers, utilities and process plants to 
meet defense needs for added power. 
Write for Data Book, “Grinnell Pre- 
fabricated Piping”. Grinnell Company, 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


whenever PIPING is INVOLVED 
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LOWERS 
CITY TAX RATE 
Too! 


Due in no small measure to special attention 
to water meters, Waukesha, Wisconsin, estab- 
lished the lowest water rates in the history of 
the City Water Works. For the $2 minimum 
quarterly charge, the customer can now use 
8,000 gallons of water instead of 6,700 gallons. 


Waukesha has a definite plan of testing and 
repairing water meters—testing meters when 


bought, testing when brought in for repairs, 
testing after repairs are made; with the em- 
phasis on small flows. Repairs are made to 
bring ‘s” meters up to 95% or better on 1/4 
g.p.m. It costs only 24.2 cents per meter for 
materials on 229 meters which were in service 
an average of 73.5 months each before tests 


and repairs were made. 





NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE, DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Lid, Long Branch, Ontario, Canada. 


(near 2 orense) 
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The careful investor judges a 
security by the history of its 
performance, : 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


_ Kerite is a seasoned security. 
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DAVEY TREE TRIMMING SERVICE 


INSIST ON 


VIBES 


Vy Papers 
JOHN DAVEY FOR YOUR 


Founder of Tree Surgery 


Forms 
Davey Does Good Work Records 


Davey offersno bargain prices” but Stationery 


proposes to give you honest, trouble- 
free service that will build good will 
and will prove a wise investment. Superior Quality 


The best is often the most economi- Scie room 


Tree interference may aid the Axis 


DAVEY TREE EXPERT CO. KENT OHIG PARSONS PAPER & ®) 
DAVEY TREE SERVICE Pee | MASSACHBO 




















SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER C0. 


Bridgeport, Conn. 
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Towers of Truth 


Chinese, Finnish, Tagalog, Dutch, Spanish—programs in more than a 
dozen tongues go out from the towers of General Electric stations 
WGEA and WGEO, Schenectady, and KGEI, San Francisco. 








1. They provide authentic war in- 
formation for news-starved peoples 
around the globe, entertainment for 
U.S. forces abroad. These G-E short- 
wave stations... 


3. They provided the only U.S. pro- 
grams that reached Bataan. People 
in conquered lands risk their lives to 
listen. Smuggled letters say they 
bring hope of release. 


General Electric believes that its first duty asa 
good citizen is to be a good soldier. 





2. ...have special antennas 
“pointed” at Australia, South 
America, China, Europe—making 
reception there almost as strong as 
from local stations. 





4. Some announcers are regular 
G-E production employees, working 
on war work. They tell people in 
their native lands that America is 
determined on victory. 


General Electric Company, Schenectady, N. Y. 


959-17-211 
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SAVE 50% a 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 





OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 

tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 
The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 
We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toronto 


——— 
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show where you 


can “can SAVE. f 


You wouldn’t deliberately throw 700 
sheets of carbon paper into the waste basket, 
would youP Yet, that’s exactly what you do 
when you write 175 sets of average five-part 
forms interleaved with one-time carbons! That’s 
unnecessary waste because the same number of 
forms could be written with only 4 sheets of 
carbon if you equip your typewriters with Egry 


But more than that—the Speed-Feed makes 
all the time of the operator productive and 
steps up the daily output of typed forms 
80% and more! Don’t lose any time in- 
Vestigating the many advantages of the Egry 
Speed-Feed. Consult classified telephone 
directory for name of local Egry sales agent 
or write Dayton. Demonstrations ar- 

ranged without cost or obligation. 

Literature on request. Address Dept. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


Egry Continuous Forms Limited, King and Dufferin Streets, Toronto, Ontario, Canada 
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That TRANSMISSION LINE fact 
you want is HERE > 


No matter what it may be, you will find complete data in this practical hand- 

book for linemen, foremen, and other employees of line departments. This [mae ee 
big home-study and reference volume is filled with the facts you need in order 

to do quick, safe, efficient work. THE ; 
JUST LINEMAN'S 


out! THE LINESMAN’S HANDBOOK Eipamn 


New 2nd edition. By Edwin Kurtz — 
652 pages, 6x 9, 682 illustrations, $4.00 
Korrz 


“SSenemagguemncsest 











This handbook covers everything the practical man wants to know about every 
phase of transmission line work. It is a handy volume packed with workable 
plans, methods, kinks, short cuts, tables, diagrams, and photos, on every aspect 
of materials, poles, towers, stringing, guying, trouble-shooting, first aid, etc. 
Use it as thousands of other line department 
workers have—to check your methods against 
the practice of others, to get fast, dependable Send cash, money order or check fo: 
answers to problems that arise on the job, to ° epege ° 

brush up on special points, and for consistent Public Utilities Fortnightly 
study to improve your knowledge, grade, and Munsey Bidg., Washington, D. C. 
earnings. 


Oe a a eee 


OF MODERN METERING 














normal times are once more fn 
are sure to be, watthour meters 
their important part in system ; 


SANGAMO ELECTRIC COMPANY 
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Cut Distribution Costs 
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HEAVY, GALVANIZED SHEET METAL JACKET 


HIGH-MELTING-POINT ASPHALT 
A FULL INCH THICK co ee 
CANVAS JACKETED 


85% MAGNESIA 
INSULATION 





PIPE AS 
SPECIFIED 


The high insulating efficiency of 85% Magnesia with the 
inch-thick protecting layer of Asphalt ensures for Ehret’s 
Durant Insulated Pipe a long and trouble-free life of service. 
Added to this inherent value are 10 points of advantage 
that make Ehret’s D.I.P. outstanding for underground service. 


1 Insulation protection is absolutely 6 No rollers or pipe supports re- 
dependable. quired. 


Permanently waterproof. 7 Tile or masonry protection not 
No sub-drains required. Complete required. 
water submersion does no harm. 


Corrosion and electrolysis elim- 
inated. 9 No breakage or waste of material 
during installation. 


8 Minimum trenching and field work. 


In multiple lines, individual Durant 
pipes can be added, removed or 10 Field costs are much lower than 
replaced without disturbing those of tile, tunnel and similar 
others. systems. 


Send for the Ehret D.I.P. Booklet. It gives complete information on 
this modern system for underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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Doorways Need EXTRA\ 
Doors Must Be EXTRA Efficien 


locking slat 

Here’s the way to safeguard your plant at door- ficient coil- 
ways and, at the same time, get the extra measure 
of fast, efficient door service you need for today’s 
production. Install Kinnear Rolling Doors! Kin- 
near’s interlocking-slat curtain not only gives you 
tough, rugged protection against fire, intrusion, 
sabotage, wind, storm and accidental damage; it 
also gives you smooth, easy, space-saving coiling 
upward action—the key to maximum door con- 
venience. And with Kinnear Motor Operators, 
these famous doors will save you still more time 
and labor; they permit as many strategically 
placed remote control switches as you desire. Kin- 
near Rolling Doors are built any size, for any type 
of building, old or new. Write today for full de- 

— The KINNEAR Manufacturing Company, Kinnear Motor Oper- 

-80 Fields Ave., Columbus, Ohio. or saves time and labor 

permits remote controls. 
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LLIOTT DEAERATIO 


Goes to Work for Plant Arkw 
of Georgia Power Com; 











ee | | 


The Elliott 400,000 Ib.-per-hr. 
vertical deaerators at Plant 
Arkwright are mounted on 
horizontal storage tanks. The 
units are designed for an oper- 
ating pressure of 100 Ib. gage. 











This first of three Elliott deaeratg 
Georgia Power Company’s new 
Arkwright is giving typical goo¢ 
formance — heating feedwater ¢ 
saturated temperature of the g 
supplied to it, and delivering the 
with zero-oxygen content. Thus i 
bines highest possible heating effi 
with invaluable protection ag 
oxygen corrosion. 















at 


JEANNETTE, PA. 
Nistrict Offices in Princioal | 


PAF 7 Deaerator and Heater Depar! 
i 
i 
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Due to war-time travel restrictions, conventions listed are subject to cancellation. 


9 AUGUST oD 








{ American Bar Association concludes meeting, Detroit, Mich., 1942. 





‘oe ae of Securities Commissioners will hold meeting, St. Paul, Minn., 
Sept 





q rene Electric Association will hold annual meeting, Philadelphia, Pa., Sept. 11, 





{ Municipal Electric Utilities Association of New York State will hold annual conference, 
Lake Placid, N. Y., Sept. 10-18, 1942. 





q¥ National Electrical Contractors Association opens convention, Lake of Bays, Ontario, 





an., ob 





-) SEPTEMBER 2 
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q Illuminating Engineering Society will convene, St. Louis, Mo., Sept., 21, 22, 1942. 





Indiana Electric Association will hold business meeting, Indianapolis, Ind., 3 
Sept. 24, 25, 1942. 





§ Pacific Coast Gas Association will convene, San Francisco, Cal., Sept. 28, 1942. 





9 American Gas Association will hold meeting, Chicago, IIl., Oct. 5, 6, 1942. 





q National Safety Council will hold meeting, Chicago, Ill., Oct. 5-9, 1942. 





q United States Independent Telephone Association will convene for session, Chicago, 
Tll., Cct. 15, 16, i 





q American Public Works Congress will convene, Cleveland, Ohio, Oct. 18-21, 1942. 





4 South Dakota Telephone Association will hold meeting, Mitchell, S. D., Oct. 28, 1942. 





American Transit Association starts business meeting, Chicago, Iil., 1942. 











q Amer. Inst. of Llec. Engineers will open convention, Vancouver, B. ey, 1942, 
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From Elsie Hafner, NY, 


Coal Town 


By Paul Meltsner 
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Public Utilities and Federal 


Income J axes 


The indicated effect on the utility industry of in- 

creases in Federal income taxes. The writer 

believes that it would eventually have a marked 

influence upon the investment and economic status 
of the industry. 


By W. D. GAY 


Tosi electric power industry is 


quite unlike any other industry in 
the United States. To begin 
with, it is the only industrial monopoly 
in this land of free competition. An 
electric power company in most states 
isgiven complete protection from com- 
petition from any other corporation in 
a specific service area, although it is 
not always protected from municipal 
competition. 
This peculiar arrangement has been 
found to be most satisfactory for all 


parties concerned, the customers of the 
industry as well as the investors there- 
in. The industry requires an extremely 
large amount of capital for its substan- 
tial plant, yet it turns over its invested 
capital only about once every six years. 
Hence, it is quite unlikely that anyone 
would invest in the industry, unless it 
were free from competition. 

There being no reason why the elec- 
tric power industry should be allowed 
to exploit its protected position, laws 
have been passed in 40 states providing 
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for effective regulation of rates and a proper experience for a 
earnings of electric utilities. In other monopoly. 
words, the electric power industry is a The chart also reveals that whereas 
regulated monopoly; it must forego representative industrial earnings ; 
large profits in boom times, being creased appreciably in 1941 over 
theoretically compensated for such for- of 1940, profits of electric utilities ac 
bearance with stable earnings in de- tually declined in the year. This 
pression times. erate decrease was due entirely 
Chart I compares earnings from higher Federal taxes, as net income o 
1934 through 1941 of 400 representa- the companies comprising over 75 
tive industrial companies with those of cent of the electric industry bef. 
175 electric power companies compris- Federal income taxes actually 
ing over 75 per cent of the total indus- about 14 per cent in 1941. In 
try, based on data prepared by Stand- Federal income taxes are now 
ard & Poor’s Corporation. This chart primary determinant of earnings o 
clearly illustrates the much wider fluc- the industry. 
tuations in industrial earnings than in 
electric profits. It shows how electric HILE the Federal income tax 
utilities participated only to a modest is still before Congress, all 
extent in the sharp improvement in posals advanced thus far have been f 
corporate earnings subsequent to 1934, a larger increase in taxes than that wit 


CHART I 


CORPORATE NET INCOME 1934-1941 = 
1934=100 ment | 


mal ta: 


CORPORATE NET INCOME 1934-1941 excess 
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TABLE I 
(MILLions oF DoLLars) 


Gross revenue 


General expenses 
Maintenance 
Depreciation 
General taxes 
Federal taxes 
Income taxes 
Excess profits tax 


Total costs 
Operating income 
Other income 


Total income 
Fixed charges 


Net income 
Preferred dividends 


Earnings available to common 


Estimated Earnings* 
45%-90%  55%0-75% 
Tax# Tax** 


$2,581.5 $2,581.5 
1,012.2 1,012.2 
1 144.5 


44.5 
275.0 275.0 
303.8 


303.8 

260.7 318.7 

71.8 59.8 
$2,068.0 $2,114.0 

513.5 467.5 

12.2 12.2 


$ 525.7 $ 479.7 
238.4 238.4 


$ 287.3 $ 241.3 
116.3 116.3 


$ 171.0 $ 125.0 


1941 
$2,458.6 


919.7 
139.7 
264.4 
288.8 


179.7 
47.9 
$1,840.2 
618.4 
12.2 

$ 630.6 
238.4 

$ 392.2 
116.3 


$ 275.9 

















* Aggregate figures on companies comprising over 75 per cent of electric 


power industry. 


# Proposed by House of Representatives. 
** Proposed by Treasury Department. 


nessed in 1941. The Treasury Depart- 
ment has proposed a 55 per cent nor- 
mal tax and surtax and a 75 per cent 
excess profits tax, drastically above the 
31 per cent-60 per cent rates of 1941. 
As shown by Table I, it is estimated 
that the tax proposals of the Treasury 
Department would reduce net income 
of the electric power industry by more 
than 38 per cent. 

The House of Representatives has 
proposed a 45 per cent normal tax and 
surtax and a 90 per cent excess profits 
tax, which proposal, it is estimated, 
would reduce the ordinarily stable net 
income of the electric power industry 
some 17 per cent below the lowest levels 
Witnessed during the depression of the 
1930's. 

The estimated effects of the above 
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e 


tax proposals shown in Table I are nat- 
urally subject to some margin of error, 
for unlike the situation in the case of 
industrial companies, it is difficult to 
calculate the results of proposed 
changes in Federal taxes upon utility 
earnings. This difficulty arises pri- 
marily from the marked difference be- 
tween net income reported for tax pur- 
poses and that reported in the stock- 
holders’ statements, which difference is 
due primarily to (1) diverse deprecia- 
tion allowances, and (2) tax credits 
resulting from refunding programs 
and property retirements. According- 
ly, where actual taxable income as re- 
ported to the Internal Revenue Bureau 
is not available, calculations of the in- 
dicated effects of proposed Federal 
taxes involve some estimates. Never- 
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theless, the individual estimates are 
considered sufficiently authoritative to 
warrant their use in a composite study. 


. may be that the provisions of the 
actual tax bill will be considerably 
different from the proposals of the 
House and the Treasury Department. 
Changes in the normal tax and surtax 
rates, rather than in the excess profits 
tax rates, will be of paramount concern 
to the electric power industry, since 
about 45 per cent of the companies in- 
cluded in the tax studies of Standard 
& Poor’s were not subject to excess 
profits taxes in 1941, and, in most 
other cases, the EPT was comparative- 
ly small relative to the normal tax and 
surtax. 

The Federal tax bill is designed, of 
course, to raise a tremendous amount 


of money in order to finance the war 
and everyone is expected to make sac. 
rifices to pay the resulting heavy taxes, 
It is only through real sacrifice and 
supreme effort that we can hope to win 
the world-wide struggle in which we 
are now engaged. But, admittedly, sac- 
rifice should be as equitable as possible 
in keeping with our democratic prin- 
ciples. 

A thoroughgoing and dispassionate 
study of the facts, however, reveals 
conclusively that, under pending tax 
proposals, the electric power industry 
would be called upon to make a greatly 
disproportionate sacrifice. As shown 
in Table I, the 45 per cent-90 per cent 
tax proposal of the House would te- 
sult in an estimated 27 per cent decline 
in net income of the electric power in- 
dustry from that of 1941, or almost as 
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CHART II 





NET INCOME BEFORE AND AFTER ALL TAXES 
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PUBLIC UTILITIES AND FEDERAL INCOME TAXES 


large as the decrease for industrial 
earnings generally. This decline, addi- 
tionally, would follow a reduction in 
dectric earnings in 1941, when indus- 
trial profits advanced considerably. 


We is happening to the sup- 
posedly stable profits of this reg- 
ulated monopoly ? What compensation 
is being given to the electric industry 
for foregoing increased earnings dur- 
ing the past several years? How can 
the industry continue to service its 
necessarily heavy capital structure, if 
its earnings are drastically reduced? 

Before attempting to answer these 
questions, the writer would first like to 
point out that the electric power indus- 
try is by no means a new taxpayer to 
the Federal government. As clearly 
revealed by Chart II, net income before 
all taxes of companies comprising over 
75 per cent of the total electric indus- 
try increased more than 21 per cent 
from 1931 through 1941. After taxes, 
net income of these companies declined 
almost 40 per cent subsequent to 1931. 
Unfortunately, a detailed breakdown 
of the tax bill of the electric industry 
is not available prior to 1939, but 
there is no doubt that the sharp increase 
in all taxes during the past decade was 
due primarily to higher Federal income 
taxes, 


e 


As indicated by the distribution of 
the tax bill of Idaho Power Company, 
the electric utilities are also large pay- 
ers of state and municipal taxes. The 
breakdown shows that because of the 
heavy investment in plant, utility com- 
panies pay much heavier local property 
taxes than industrial companies. It 
also shows that utility companies have 
special Federal and state use and ex- 
cise taxes levied on them, which are not 
placed on other companies. The sub- 
stantial increase in Federal income 
taxes relative to other taxes since 1931 


is also illustrated below. 
ew the proposed new Fed- 
eral tax rates are called “war- 
time taxes,” experience has proved that 
it is far easier to raise taxes than to 
have them reduced. How long the war 
will last is unknown, but it is known 
that taxes will move higher rather 
than lower as long as the war con- 
tinues. And it is a safe guess that even 
if taxes are reduced in the post-war era, 
such reductions will not bring them 
back to prewar levels. In short, pres- 
ent indications are that the increases in 
Federal income taxes in the pending 
bill will be largely retained subsequent 
to the termination of the war. 
The writer’s comprehensive study 
permits the following conclusions rela- 


Idaho Power Company 


Non-Federal Taxes 
Local property taxes 
State income tax 
State kilowatt-hour tax 
State social security tax 
Miscellaneous local taxes 


Federal Taxes 
Federal income taxes 
Federal energy sales tax 
Social security tax 
Other Federal taxes 


1941 
$542,360 
92,293 
315,964 
35,494 
4,329 


1941 


$778,926 
139,383 
16,249 
30,038 
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tive to the probable effects of the pro- 
posed increases in Federal income 
taxes : 


(1) The electric industry would be 
unable to earn a fair rate of return on 
its plant investment. 


(2) Earnings available for financing 
essential additions to property and for 
reduction of debt would be greatly re- 
duced. 


(3) Investment confidence in the 
securities of the industry would be im- 
paired. 


Without becoming involved in the 
controversy as to what constitutes a 
fair rate of return, the writer points 
out simply that the return earned on net 
book value of properties of the electric 
power industry has materially declined 
since 1929. Table II, covering over 75 
per cent of the electric industry, shows 
that the return on net book value of 
7.2 per cent in 1929 was reduced to 5.6 
per cent in 1941. Under the 45 per 
cent-90 per cent tax proposal, it is esti- 
mated that this return would be sharp- 
ly reduced to 4.6 per cent in 1942. Even 
if the alleged write-ups and all in- 
tangibles were excluded from the prop- 
erty accounts, it is quite unlikely that 
the rate of return on the latter would 
be fair. 


UT as a regulated monopoly, the 

industry is supposed to earn a fair 
rate of return after all taxes, come 
what may. If needs be, its rates are 
supposed to be increased sufficiently to 
permit such a fair return. In England, 
several increases in electric and gas 
rates have been instituted in order to 
offset the restrictive effects of higher 
taxes and war-induced advances in 
costs. However, because our excess 
profits tax is applicable to earnings be- 
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TABLE II 
RetTuRN ON Net Book VALUE oF Property* 


*Aggregate figures for companies com- 
prising over 75 per cent of electric power 
industry. 

#Estimate based on proposed 45 per cent- 
90 per cent tax. 





fore the normal tax and surtax, rates 
of most US electric companies would 
have to be increased substantially, if 
their earnings are to be maintained. 

In view of the fact that electric rates 
have been in a downtrend virtually 
since the last war, it will be very diff- 
cult for state commissions to think in 
terms of rate increases. Furthermore, 
any inclination to allow necessary rate 
increases will doubtless be discouraged 
by the OPA (as evidenced in the re- 
cent case of Bangor Hydro-Electric 
Company) on the grounds that in- 
creases in electric rates to offset higher 
taxes would be inflationary. 

If rates are not going to be in 
creased, then there will be no offset to 
higher Federal taxes, and earnings of 
the electric industry will decline sharp- 
ly. This will be particularly unfortu- 
nate, since the industry depends to a 
considerable extent upon its earnings 
to finance new plant and to reduce its 


debt. 


. ! ‘aBLE III shows construction ex- 
penses of the electric power indus- 
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TABLE III 
(MiLuions oF DoLiars) 


Construction 
Expenditures* 


*Based on EEI data. 


try since 1932, comparison being made 
with surplus earnings not paid out as 
dividends. These earnings retained, 
used primarily to finance new plant, 
amounted to about 22 per cent of total 
construction expenditures for the pe- 
riod 1932 through 1941. 

Curtailment in earnings would also 
mean that less cash income would be 
available for debt retirement as well as 
for sinking-fund and serial maturity 
requirements. This would be most re- 
grettable, since the industry (as often 
pointed out by the SEC) must reduce 
its debt, if it is going to avoid in the 
future the debt problems of the rail- 
roads. 

By far the most serious effect of the 
proposed drastic increase in Federal 
income taxes would be the impairment 
of investment confidence in the securi- 
ties of the electric industry. For as a 
growing industry with large capital 
requirements, the utility industry must 
always be able to sell new securities. In 
fact, one of the primary purposes of 
the fair rate of return principle is to 
permit the electric industry to attract 
new capital as needed. 
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Earnings 
Retained 


It goes without saying that electric 
utilities are definitely in the “dog 
house” as far as investors in common 
stocks are concerned. As indicated by 
Chart III, common stocks of operating 
utilities (as distinct from utility hold- 
ing companies) have declined much 
more in recent years than the stock 
market as a whole. This adverse mar- 
ket action is due to a number of rea- 
sons, chief of which are the adverse ef- 
fect of Federal taxes on earnings avail- 
able to utility common stocks, SEC re- 
strictions on dividends, and the threat 
of public ownership. 


Gmc the 45 per cent-90 per cent 
tax would reduce earnings avail- 
able for common stocks of the electric 
industry by an estimated 38 per cent, 
while the 55 per cent-75 per cent tax 
proposal of the Treasury Department 
would reduce such earnings by 55 per 
cent, it is manifest that there is no 
chance of a material change in the 
general apathy toward utility common 

stocks. 
There is also evidence that the in- 
vesting public is souring on utility pre- 
AUG. 27, 1942 
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TABLE IV 
AVERAGE YIELDS As OF FEBRUARY 5, 1942 
Industrial Preferreds 
3.88% 


Quality Group 
A** 


ferred stocks. In a study made by 
Standard & Poor’s Corporation last 
February, it was found that utility pre- 
ferreds were generally selling on a 
much higher yield basis than industrial 
preferreds of comparable investment 
quality, as briefly shown in Table IV. 

Since that time, the impact of the 
drastic Federal tax proposals has 
caused a sharp decline in the prices of 
utility preferreds, so that the disparity 
in yields is now even greater. 

The investing public is still strong 
for utility bonds; the better-grade is- 
sues are selling approximately at their 
all-time highs. But with the financial 
condition of the industry being slowly 
undermined by the uptrend in Federal 
taxes, it is questionable how long the 
high regard for utility bonds will 
continue. 

Federal income taxes, of course, 
come after bond interest, since they are 
based on net income remaining after 
payment of such interest and other 
fixed charges. But, as previously dis- 
cussed, electric utilities use a good por- 
tion of their earnings for plant expan- 
sion and for debt reduction, thereby 
strengthening the position of their 
bonds. 

(It is generally little realized to 
what an extent the present strong posi- 
tion of utility bonds is due to the plow- 
ing back of earnings in some form or 
other into properties). 
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Utility Preferreds 
4.30% 

4.52% 

5.13% 

6.01% 


e 


. 0 
4.19% 
4.72% 
5.66% 


OWEVER, if these earnings are to 
be substantially reduced by 
heavier Federal income taxes, from 
where is the money coming to finance 
new plant, now being financed in part 
with earnings retained? The answer 
is, manifestly, that lacking the ability 
to sell new common stock or even pre- 
ferred stock, the electric industry must 
raise this money through the sale of 
new bonds. 

As a matter of fact, the proposed 
increases in Federal income taxes 
make a heavy fixed debt quite desir- 
able—+t.e., the smaller the net income 
remaining after payment of bond in- 
terest, the smaller the Federal income 
tax drain of cash from a company. As 
an example of the “trend of the times” 
is the present reorganization plan of 
Empire Gas & Fuel Company, a sub- 
holding company in the Cities Service 
system. Under this plan, present pre- 
ferred stocks and their substantial ar- 
rears would be converted into fixed 
debt, with the result that the total debt 
outstanding would be increased from 
approximately 59 per cent of total 
capitalization to over 70 per cent of 
the latter. 

Briefly speaking, the trend toward a 
100 per cent fixed debt capital structur¢ 
will be necessary if the electric utility 
industry is going to earn a fair rate of 
return under the proposed heavy Fed- 
eral tax burden. Such a capital struc- 
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ture, however, would violate all in- 
yestment standards for proper capi- 
talizations as well as the “‘ideal ratios” 
for utilities strongly sponsored by the 
SEC. In fact, heavier Federal taxes on 
income tend to penalize unduly the 
sounder utility companies which have 
followed SEC policies in reducing the 
proportion of total capitalization repre- 


sented by fixed debt. 
i on above facts and conclusions 
apply solely to electric utilities; 
but, with the exception of the traction 
industry, all other utility divisions are 
affected to a substantial degree by the 
pending Federal tax proposals. A few 
natural gas companies are presently 
protected to some extent from substan- 
tially higher Federal taxes by large 


e 


depreciation allowances for income tax 
purposes, but the majority of com- 
panies in that industry will experience 
reductions in earnings fully as large as 
those estimated for the electric power 
industry under the 45 per cent-90 per 
cent tax proposal. 

Telephone companies are particular- 
ly vulnerable to increases in excess 
profits taxes, because of their relatively 
conservative capital structures and 
fairly low fixed charges. Accordingly, 
it is forecast that earnings of the tele- 
phone industry may decline somewhat 
more than those of the electric power 
industry. 

While manufactured gas companies 
are generally not subject to excess 
profits taxes, the proposed sharp in- 
crease in the normal taxes and surtaxes 
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will further restrict their present small 
profit margins, so that percentagewise, 
they may suffer just as much as other 
utility divisions from the mounting 
tax burden. 

Traction companies comprise about 
the only utility division which will 
register any improvement in earnings 
under the tax proposals of the House. 
Few traction companies pay excess 
profits taxes because of excessive cap- 
italizations, and the record increase in 
revenues being registered as a result of 
restrictions on the use of private auto- 
mobiles, on the one hand, and the tre- 
mendous rate of employment in the 
armament industries, on the other, will 
more than offset higher costs. Despite 
heavier normal taxes and surtaxes, 
therefore, a good portion of the rev- 
enue gain of the tractions will be car- 
ried through to net income. But it 
should be realized that this compara- 
tively favorable earnings performance 
reflects temporary or war-time condi- 
tions, just as in the case of the rail- 
roads. 


A one of the basic industries in this 
country in both war and peace, 
the utility industry must be insured a 
healthy existence. In view of its posi- 
tion, furthermore, as a regulated mo- 
nopoly, it should be given adequate 
earning power to service its essentially 


heavy capitalization. Otherwise the 
war sacrifice of the industry will be 
greatly disproportionate and will seri- 
ously undermine its basic investment 
status. 

Canada gives special tax considera- 
tion (involving relief from excess 
profits taxes) to its metal mines, be- 
cause of the importance of the latter to 


the economy of the country. It would 
surely not be amiss for the United 
States likewise to give similar tax re- 
lief to its utility industries. 

Furthermore, the heavy excess prof- 
its taxes contained in the pending 
Canadian tax bill do not apply to com- 
panies whose earnings have not risen 
by more than 16.6 per cent over 1935- 
1939 standard period. This exemp- 
tion would manifestly apply to many ] 
Canadian utilities with relatively sta- 
ble earnings. Hence, Canada also is in 
effect giving special tax consideration 
to the latter. 


i ibe writer will not attempt to pro- 
pose any specific plan of tax relief 
for United States utilities, for almost 
any plan which would prevent earnings 
of the industry from declining sharply 
should be satisfactory. The latter con- 
ceivably could be accomplished in sev- 
eral ways, such as the following: 


(1) The utilities could be given a 
lower normal tax rate than industrial 
corporations, which, unlike the for- 
mer, have enjoyed greatly expanded 
profits in recent years. 

(2) Normal taxes of utilities could 
be deducted in determining income 
subject to excess profits taxes, as in 
Canada. 

(3) Tax credits could be given the 
utilities for dividends paid, as in Eng- 
land, thereby reducing the tax liability. 

(4) Federal income taxes could be 
applied only to earnings remaining 
after utility companies earn a specified 
“minimum” return on their plant in- 
vestment. 

(5) A special tax could be applied to 
gross revenues of the utility industry, 
which would be payable by the con- 
sumer, thereby reducing the necessity 
of increasing income taxes of the utili- 
ties materially. 
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The Direct Approach to the 


Fair Return Question 
Part I. The Underlying Principles 


Since investors in the long run determine whether the “return” 

is reasonable, the reasonableness of the return cannot, in the 

opinion of the author, be established by regulatory fiat. He 

believes there must be a more realistic approach to the solution 

of the problem. Such an approach is outlined in this two-part 
article.* 


By PAUL B. COFFMAN 
VICE PRESIDENT, STANDARD & POOR’S CORPORATION 


, \HE purpose of this article is to 


discuss a method of determining 
fair return for utility companies 
directly, in contrast to arriving at such 
figure by the application of the Smyth 
v. Ames rule. The principal feature 


1 (1898) 169 US 466, 42 L ed 819. 


*This article is based upon a criterion of 
approach to the determination of fair return 
which was developed after much research, ex- 
perimentation, and practical experience and 
was set down in concrete form for the first 
time, so far as I know, in a practical applica- 
tion which is now a matter of record in the 
case of the City of Detroit, Michigan, and 
County of Wayne, Michigan, Complainants, v. 
Panhandle Eastern Pipe Line Company 
(Docket Nos. G-200 and G-207), which was 
heard first before the Federal Power Commis- 
sion in October, 1941. Much of the credit for 
the formulation of the theory and the prepara- 
tion of the data which were.presented in the 
case mentioned above goes to two of my asso- 
ciates, namely, John G. Haslam and Edgar N. 
Biffar, and their assistants, who worked with 
me throughout the experimental and explora- 
tory work which was done to reduce it to a 
concrete and objective approach. 
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of the method to be described is an as- 
certainment of the sum total of dollars 
required by the company to maintain 
its credit position, as determined by an 
investors’ appraisal of the risks of capi- 
tal employed in the business. To ac- 
complish this, neither a rate base nor a 
rate of return need first be determined, 
as they must under the Smyth v. 
Ames rule, or so-called “classical ap- 
proach.” 

Although an attempt is made to keep 
the direct approach as simple as pos- 
sible, there is a limit to which one can 
go, for, as Professor Ruggles has said: 
“Public utility rate making is a very 
complex and confusing problem” and 
“We cannot make complex economic 
situations simple by hoping or assum- 
ing that they are.”* The court was 


~“The Rodle of Rate Making,” by Clyde O. 
Ruggles Harvard Business Review. Winter, 
1940, Vol. XVIII, No. 2, p. 227. 
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aware of the difficulties, for in Smyth 
v. Ames it was said in regard to the de- 
termination of just or fair compensa- 
tion for services : “How such compen- 
sation may be ascertained, what are the 
necessary elements in such an inquiry, 
will also be an embarrassing question.” 
Yet if there is to be regulation, some 
method or methods must be evolved 
which will assist the regulatory tribu- 
nals in deciding that the producer of a 
service and the consumer of that serv- 
ice are both fairly treated. 


ie Smyth v. Ames the court stated 
that a company was entitled to ask 
for a fair return upon the value of the 
property it used for the public conven- 
ience and that the public was entitled to 
demand that it be required to pay no 
more for the service than the service 
was worth. But the difficulty is im- 
mediately apparent that the “fair re- 
turn upon the value of the property” 
cannot be determined until the value 
of the property and a percentage to be 
earned thereon have first been ascer- 
tained. The court outlined certain fac- 
tors which should be considered in de- 
termining the value of the property and 
these were: “the original cost of con- 
struction, the amount and market value 
of bonds and stocks, the present as 
compared with the original cost of 
construction, the probable earnings 
capacity of the property under par- 
ticular rate described by statute, and 
the sum required to meet operating ex- 
penses,” and in order that the court 
would not be held rigidly to such out- 
line of factors it went on to say: ““We 
do not say there may not be other mat- 
ters to be regarded in estimating the 
value of property.” On the determina- 
tion of rate of return it said that an in- 
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quiry as to the necessary elements to be 
considered would also be embarrassing, 
but these were outlined in the Bluefield 
Case.? So out of Smyth v. Ames came 
the practice of determining the “rate 
base” and the “rate of return” and the 
multiplying of the former by the latter 
to obtain a “fair return.’’* 


3 Bluefield Water Works & Improv. Co, », 
West Virginia Pub. Service Commission, 262 
US 679, 692, 67 L ed 1176, PUR 1923D 11, 20, 


#As to its practical application, Carl 1 
Wheat has said this: “For many years, there- 
fore, the orthodox doctrine (Smyth v. Ames 
rule) has been that such an enterprise is en- 
titled to earn, over and above its basic costs, ‘a 
fair return on the fair value’ of the property 
which it has devoted to the service in ques- 
tion. Under the rule thus stated, however, the 
regulatory body is at once confronted by not 
one but two fundamental and _ inescapable 
problems of measurement: (1) What is the 
‘fair value’ of the property in question? and 
(2) What constitutes the ‘fair rate of return’ 
to be applied thereto? 

“These are the Siamese Twins of regulation. 
Neither query possesses significance save in 
connection with the other; neither is encoun- 
tered in the sense here involved save in this 
somewhat insulated field of regulation. And 
in most instances in which regulatory agencies 
have given lip service to the rule, it is apparent 
that at least one element (that of the ‘fair rate 
of return’) has perforce been drawn almost 
wholly out of thin air, usually in the absence of 
even a semblance of objective data or a scin- 
tilla of competent testimony on which a truly 
‘enlightened judgment’ could be predicated. In 
such an environment, the processes of rate reg- 
ulation have frequently been converted into 
more esoteric exercises, effectively detached 
from reality.” Opening Brief of Respondents 
on Motions for Interim Rate Reduction, 
dated May 20, 1942, City of Detroit, Mich- 
igan, and County of Wayne, Michigan, Com- 
plainants v. Panhandle Eastern Pipe Line 
Company and Michigan Gas Transmission 
Corporation, Defendants, p. 75. And in an- 
other place he says: “the multiplication of 
a selected rate base (whatever be the figure) 
by a percentage or ‘rate’ of return, merely 
plucked from the air, could never except by 
the merest accident result in a dollar figure 
equal to or even approaching the true economic 
‘return requirement’ of the corporation in 
question.” Closing Brief of Respondents on 
Motions for Interim Rate Reduction, dated 
June 6, 1942, City of Detroit, Michigan, and 
County of Wayne, Michigan, Complainants v. 
Panhandle Eastern Pipe Line Company and 
Michigan Gas Transmission Corporation, De- 
fendants, p. 5. 
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THE DIRECT APPROACH TO THE FAIR RETURN QUESTION 


s it worked out, companies which 
A came before one commission or 
another to show just cause why their 
rates should be increased or should not 
be reduced, have usually retained engi- 
neers to survey their properties and de- 
termine their fair value and economists 
to survey such factors as they believed 
pertinent to determine a fair rate of re- 
tun. Further, the lawyers frequently 
concentrated their attention upon the 
egal aspects of the case rather than the 
economic factors involved, with the re- 
sult that the situation many times be- 
came more rather than less compli- 
cated. As a practical matter, the evi- 
dence submitted by the companies 
usually led to both a high rate base and 
ahigh rate of return, and the evidence 
presented by the regulatory authorities 
led to the opposite extreme, while the 
fnal determination, which was quite 
akin to a good horse trade, lay some- 
where in between for each element. To 
expect that the product of the multipli- 
cation of these two determinants would 
result in a sum of money approximat- 
ing a fair return was to expect entire- 
ly too much. 

Consequently, the method has been 
far from satisfactory through the years 
for, as history shows, it led to long and 
expensive valuations which delayed de- 
cisions, practically froze over a period 


both the rate base and the rate of re- 
turn once a decision was made, neg- 
lected to account for changes in im- 
portant and controlling economic fac- 
tors, etc. Yet the fact that the rule has 
not worked well may not prove that it 
has no merit so much as it may prove 
that the problem it attempted to solve 
is most complex. But it does prove 
that other approaches should be used, 
if for no other reason than to check 
the results found by the application of 
the rule. 

Any formula approach may have its 
shortcomings, and this may be equally 
true of the direct approach described 
herein or any other similar one. On the 
other hand, most formulas which have 
been worked out carefully have some 
merit and to that extent contribute to 
the thinking on the subject and serve 
a useful purpose. In this paper no at- 
tempt will be made to discuss all of the 
ramifications of the direct approach. 
Rather it will be presented in its sim- 
plest form. 


HE modern general rule for the de- 
termination of a fair return was 
formulated in the Bluefield Case as 
follows: 
“A public utility is entitled to such 
rates as will permit it to earn a return 
on the value of the property which it 


out a thorough knowledge of and acquaintance with the cost 


q “,..@ proper determination of return cannot be made with- 


of service. Once such survey has been made, attention can 
be directed to the all-important question of return. In last 
analysis, this boils down to the amount of dollars (return) 
that is necessary to maintain the credit position of the com- 
pany, to compensate for the risk involved, and to enable tt to 


secure new capital.” 


279 


AUG, 27, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


employs for the convenience of the pub- 
lic equal to that generally being made 
at the same time and in the same gen- 
eral part of the country on investments 
in other business undertakings which 
are attended by corresponding risks 
and uncertainties ; but it has no consti- 
tutional right to profits such as are 
realized or anticipated in highly profit- 
able enterprises or speculative ventures. 
The return should be reasonably suffi- 
cient to assure confidence in the finan- 
cial soundness of the utility and should 
be adequate, under efficient and eco- 
nomical management, to maintain and 
support its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties. A rate of 
return may be reasonable at one time 
and become too high or too low by 
changes affecting opportunities for in- 
vestment, the money market, and busi- 
ness conditions generally.’”® 


C ERTAINLY the above statement con- 
tains a criterion for determining 
fair rate of return as clearly as Smyth 
v. Ames presented a criterion for the 
determination of the fair value of the 
property. But, until recently, no one 


5 This statement had been crystallized a 
short time before by Mr. Justice Brandeis in 
his dissenting opinion in the case of Missouri 
ex rel. Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission (262 US 276, 291, 67 
L ed 981, PUR 1923C 193), wherein he said: 
“The compensation which the Constitution 
guarantees an opportunity to earn is the rea- 
sonable cost of conducting the business. Cost 
includes not only operating expenses, but also 
capital charges. Capital charges cover the al- 
lowance, by way of interest, for the use of the 
capital, whatever the nature of the security 
issued therefor, the allowance for the risk in- 
curred; and enough more to attract capital. 
The reasonable rate to be prescribed by a com- 
mission may allow an efficiently managed util- 
ity much more. But a rate is constitutionally 
compensatory, if it allows to the utility the 
opportunity to earn the cost of the service as 
thus defined.” 
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had attempted to undertake the neces. 
sary research to reduce it to concrete 
torm, possibly for the reason given by 
Dr. Barnes; namely, that “most regu- 
latory authorities have been so charmed 
with the magic of the statement that 
they have been content to recite the for- 
mula without undertaking the pains- 
taking research that would be neces- 
sary to develop the objective facts upon 
which the ‘enlightened judgment’ 
should rest.’ ® Yet such research can 
be done and was actually done by 
Standard & Poor’s Corporation for 
several large utility companies which 
were involved in rate proceedings be- 
fore either a state commission or the 
Federal Power Commission. 

Before such research can be properly 
undertaken, it is necessary to be fa- 
miliar with the company, its type of 
service, its territory, its rates, its load 
factor, its efficiency, its past operating 
and financial position, its prospects, its 
market expansibility, its competitive 
situation, and all other similar fac- 
tors which are pertinent and relevant. 
As already made clear, the company is 
entitled to recover its cost of service 
(operating expenses, taxes, and de- 
preciation) and a fair return upon the 
fair value of the property used and use- 
ful in producing the service. 

Although a number of such factors 
relate directly to the cost of service, 
some have a bearing upon the return. 
In any event, a proper determination of 
return cannot be made without a 
thorough knowledge of and acquaint- 
ance with the cost of service. Once 
such survey has been made, attention 
can be directed to the all-important 


6 “The Economics of Public Utility Regula- 
tion,” by Irston R. Barnes, Yale University. ¥. 
S. Crofts & Co., New York. 1942. P. 525. 
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Compensation for Efficient Management 


“|. . when it comes to the matter of return, an efficient management 
is more likely to be penalized by its efficiency than given some extra 
compensation for it. If this impression is correct, and the tendency per- 
sists, it can only result in efficient managements feeling that they are in 
an impossible situation and that there is nothing they can do about it, 

which leads to an unhealthy condition.” 





question of return. In last analysis, this 
boils down to the amount of dollars 
(return) that is necessary to maintain 
the credit position of the company, to 
compensate for the risk involved, and 
to enable it to secure new capital. 
Because of the nature of the prob- 
lem, it is not possible to simplify the 
analysis which must be made to de- 
termine fair return.” If, after all the 
factors enumerated above have been 
carefully reviewed and _ properly 
weighed, it has been found that the 
management was efficient as measured 
by any reasonable standards, and that 


7 Many factors which should be taken into 
consideration in a determination of fair return 
and many of the problems in connection there- 
with are discussed by Professor Clyde O. Rug- 
gles in “Some Aspects of Public Utility Rate 
Making,” Harvard Business Review, Vol. 
XIII, No. 4, pp. 417-434; “Some Aspects of 
Public Utility Management and Regulation,” 
Harvard Business Review, Vol. XIV, No. 1, 
pp. 59-73, and “The Role of Rate Making,” 
Harvard Business Review, Vol. XVIII, No. 2, 
pp. 215-230, 
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the proper amount of capital (proper 
proportions as to type or class) has 
been and is still invested in the busi- 
ness, then the return can largely be de- 
termined by the amount of earnings 
that will be considered reasonable for 
the capital invested in the business. 


O BVIOUSLY, there are some fine 
points involved, as, for example, 
the question of efficiency of manage- 
ment. If the management were ineffi- 
cient to some degree, and sufficient 
earnings over and above what would be 
required under efficient management 
were allowed, the result for all practi- 
cal purposes would be a subsidization 
of the inefficiency. On the other hand, 
if, in such a situation, all other factors 
remaining the same, earnings were 
allowed on the basis that a reasonably 
efficient management existed, then the 
pressure of such allowable lower earn- 
ings would place a pressure upon man- 
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agement to become more efficient or 
presumably would tend to create a con- 
dition whereby stockholders, because 
of the resultant lower earnings avail- 
able for capital, would sooner or later 
take some action to eliminate such in- 
efficiencies. 

However, as it seems to be working 
out in practice, when it comes to the 
matter of return, an efficient manage- 
ment is more likely to be penalized by 
its efficiency than given some extra 
compensation for it. If this impres- 
sion is correct, and the tendency per- 
sists, it can only result in efficient 
managements feeling that they are in 
an impossible situation and that there 
is nothing they can do about it, which 
leads to an unhealthy condition. It oc- 
curs to me that considerably more in- 
vestigation and study of this phase of 
the problem is well warranted by the 
various companies, as well as by the 
commissions and those others vitally 
interested ; namely, consumers and in- 
vestors. 

Or, again, there may be the situa- 
tion where the capital invested in the 
business has not been clearly or prop- 
erly defined. More particularly may 
this be true in those cases where one 
company acquired several other com- 
panies or two or more companies have 
merged, or generally where companies 
by some means are brought together in- 
to a system. The Federal Power Com- 
mission has spent a_ considerable 
amount of time in recent years attempt- 
ing to ascertain the facts, making ex- 
haustive surveys in regard toaboriginal 
and original costs, acquisitional adjust- 
ments and write-ups, etc., with the 
view to determining what capital actu- 
ally was invested in the business. Nat- 
urally, all of these items must be ex- 
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plored, and if any “wind, water, or 
graft” (in language used by Rich- 
ard J. Beamish of the Pennsylvania 
Public Utility Commission) is found, 
adjustments will have to be made. 


AX of the ramifications of an inves- 
tigation which should be made to 
determine the fair return could not 
possibly be covered in a single article 
and it is not the purpose of this article 
to attempt to cover the various aspects 
of such investigation ; but looking at it 
from an investor’s point of view this 
must be true, that if they supply capi- 
tal, in good faith, at some point or oth- 
er in a company, even if it be subject to 
regulation, they so invested their money 
believing that earnings will be permit- 
ted which will give them a fair com- 
pensation for the use of their capital. 

It takes considerable careful re- 
search to determine the proper decisions 
in cases of this kind and presumably 
all such factors are taken into con- 
sideration and weighed by the com- 
missions in arriving at their decisions; 
but regardless of these complications, 
which can only be clarified by evidence, 
an analysis should be made to deter- 
mine the amount of dollars necessary 
to maintain the credit position of the 
company and enable it to secure new 
capital when it is needed. Adjustments 
may or may not have to be made in this 
figure as facts come to light on other 
phases of the problem, but any rate pro- 
ceeding which neglected to give serious 
consideration to such amount of dol- 
lars so determined would be incom- 
plete and very likely be productive of 
a decision which could prove detri- 
mental, sooner or later, depending up- 
on circumstances. For this must also 
be true: if we are to continue to 
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have privately financed corporations, 
whether they be regulated or non- 
regulated, proper weight must be given 
to the importance of the capital con- 
tribution to the service rendered and 
the earnings that are necessary and 
must be allowed to satisfy the inves- 
tor’s demands and maintain his interest 
and willingness to supply new capital 
when it is needed; otherwise he will 
become discouraged, liquidate what in- 
vestment he has in the industry, even at 
aloss, and refuse to reinvest any new 
money in the industry because events 
have taken place which have convinced 
him that his money would be safer and 
more productive elsewhere. The fact 
that the prices of public utility securi- 
ties, except those with most adequately 
protected earnings, have shown sub- 
stantial decline in recent years, certain- 
ly partially, if not wholly, justifies such 
statement. 

Such sum of money can be de- 
termined by analysis of the investors’ 
appraisal of the risks of capital, which 
involves consideration of the various 
securities which have been issued—and 
are outstanding—by the company being 
analyzed, and an exhaustive study of 
the pattern of market quotations for 
such securities and similar securities 
of companies engaged in the same kind 
of business. 

Since it is the purpose of this article 
to define and outline what for lack of 
a better title is called the direct ap- 


proach to the determination of return 
and not to discuss the various ramifi- 
cations of the traditional return pro- 
cedure, a hypothetical example is pre- 
sented and discussed. For the sake of 
brevity, the assumption is made that a 
company has an efficient management 
and its invested capital contains no 
wind, water, or graft. Although the il- 
lustration relates to a single company, 
the criterion outlined can and should 
be used to determine return, as based 
upon the investors’ appraisal of the 
risks of capital, for any regulated com- 


pany. 


yg that the company has $30,- 
000,000 of first mortgage 3 per 
cent 20-year sinking-fund bonds, $15,- 
000,000 of $6 preferred stock (repre- 
senting 150,000 shares), and common 
stock equity of $30,000,000 ($20,000,- 
000 of common stock as represented 
by 800,000 shares and $10,000,000 of 
earned surplus), making a total capi- 
talization of $75,000,000, which would 
presumably qualify as a conservative 
and economical capitalization com- 
posed as follows : 40 per cent bonds, 20 
per cent preferred stock, and 40 per 
cent common stock. 

Assume, also, that for the last full 
year’s operations the company’s net 
earnings available for capital (that is, 
net earnings after operating expenses, 
taxes, and depreciation, etc.) were $6,- 
000,000. This would represent an 8 per 


amount of time in recent years attempting to ascertain the 


q “THE Federal Power Commission has spent a considerable 


facts, making exhaustive surveys in regard to aboriginal and 
original costs, acquisitional adjustments and write-ups, etc., 
with the view to determining what capital actually was 
invested in the business.” 
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cent return upon invested capital, and a 
larger return upon the rate base should 
the commission determine the latter to 
be lower than the invested capital. In 
the above assumption there should not 
be a great difference in the figures. 
True, the commission might decide 
that working capital was excessive, that 
depreciation charges had been im- 
proper, that any construction in prog- 
ress which would necessarily be in- 
cluded in invested capital should be ex- 
cluded from the rate base, etc. 

From the investor’s point of view, 
however, under the above assumption 
which eliminates “wind, water, and 
graft,” the invested capital represents 
the sum upon which the investor 
seeks a return. For the commission to 
accept a lower figure for the rate base, 
as well as a lower percentage return, 
may in effect allow earnings available 
for capital which do not provide a fair 
return. This would have an adverse ef- 
fect upon the company’s credit posi- 
tion, prevent the company from secur- 
ing new capital (at least on a reason- 
able cost basis) when needed, and ig- 
nore completely some compensation for 
the risk involved and efficiency of man- 
agement (both of which factors Mr. 
Justice Brandeis stated should be pro- 
vided for in the return). Under the 
above assumption, the matter comes 
down to a question of whether the 
earnings of $6,000,000 are excessive. 
This can be determined directly by the 
following procedure: 


euce it is the investor who supplies 
the capital to finance the company, 
it is his opinion that must be con- 
sidered paramount. It makes no differ- 
ence what preconceived notions or im- 
pressions others may have in regard to 
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the price at which capital should be 
forthcoming; the controlling figure js 
that which is set by the man who has 
money to invest. If he is unwilling to 
invest his money in the company’s 
bonds at a yield of 3 per cent, it is of no 
avail for a regulatory body or any 
other group to say or believe that he jl 
should supply his capital for this kind 
of investment at 2.75 per cent. The 
same reasoning applies to preferred 
and common stock. Take, for example, 
a recent illustration : 

Panhandle Eastern Pipe Line Com- 
pany in February, 1942, issued a new 
preferred stock as a part of a financ- 
ing program. At the time this issue was 
in preparation both the SEC and the 
FPC were of the opinion that such 
issue could be sold in the neighborhood 
of a 44 per cent basis. Actually, when 
the sealed bids for the issue were 
opened, it was ascertained that the low- 
est bids placed the stock on a 5.60 per 
cent basis net to the company, exclud- 
ing commissions and selling expenses. 

The stock carried a sinking-fund 
provision designed to retire the entire 
issue at a premium call price. When 
this was taken into consideration, the 
cost of this capital to the company was 
equivalent to 5.87 per cent. The issue 
on this basis proved to be “sticky” to 
the bankers, however, with the result 
that they reduced the original public 
offering price from $104 to $100 per 
share, which price, with all the effort 
the syndicate could muster to move the 
remaining unsold shares, did not make 
it a better or quicker sale. Yet, giving 
effect to the new price which in view of 
the facts should have been the original 
offering price, the net cost of such 
capital was 6.24 per cent. In other 
words, regardless of what the commis- 
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TABLE I 


INVESTORS’ APPRAISAL OF OVER-ALL CAPITAL RISKS 
IN VARIOUS na UTILITY INDUSTRY 
1937- 


1937 1940 
% v/ %o 
5.53 5.13 
5.47 5.46 
6.12 6.89 
7.81 8.03 
9.63 9.55 


A *W eighted 
Division 1941 Average 
%o % 
5.32 
5.67 
7.37 
7.83 
8.89 


5.34 
5.53 
6.94 
7.82 
9.19 


Water companies 

Electric operating utility companies 
Manufactured and mixed gas companies .. 
All natural gas companies 

Natural gas pipe-line companies 


*Weighted average is computed by giving greatest effect to latest year; t.e., 1941 figures are 
given a weight of five, 1940 figures a weight of four, etc. 


coh) 


sion or the bankers thought about this 
iste, for both were proved to be 
wrong, the investors were still dictat- 
ing the terms—and why not? It was 
their money that was being invested ; it 
was they who were taking the risk ; and 
it was they who would make the deci- 
sion as to the basis on which their 
money should be invested. 


S° the proper place to begin an 
analysis of return is with the in- 
vestors’ appraisal of the risks of capi- 
tal and careful analysis proves conclu- 
sively that investors are very keen 


in such affairs. And it must be ob- 
served that investors give full weight 
to economic forces and trends and all 
other factors that are pertinent to their 
investments. Whereasoneinvestor may 
be wrong in his judgment the market 
as a whole is not, as evidenced by the 
fact that over the years the market has 
been one of the best barometers of 
coming events that we have had. In 
other words, by using market data one 
is securing a good cross-section opin- 
ion of what people who have con- 
sidered all the pertinent facts think 
about current and prospective trends. 
A 5-year analysis, covering the years 
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1937-1941, of the investors’ appraisal 
of the over-all capital risks* in various 
divisions of the utility industry, shows 
the results in Table I. 

Table I indicates clearly that inves- 
tors appraise the risks of capital of the 
various divisions of the utility indus- 
try from the least risk to the greatest 
risk in the order listed; namely, water 
companies, electric operating com- 
panies, manufactured and mixed gas 
companies, natural gas companies, and 
natural gas pipe-line companies. More- 
over, if a careful analysis is made of 
the differences in the natureand charac- 
ter of these divisions, such array makes 
good common sense. 

In other words, investors, the people 
who supply the money, are saying that 
an industry founded upon a wasting 
asset is more hazardous than other 
branches of the utility industry which 
are not dependent on such assets, and 
they expect to be compensated for this 
risk if they are to finance it. Further- 


8 Investors’ over-all appraisal is computed by 
dividing the earnings available for capital for 
each year by the total market value of capital 
for each year as determined by taking the aver- 
age of the high and low prices for each year 
for each class of security multiplied by the 
amount of such securities outstanding. 
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more, it should be observed that the 
period covered contains good and bad 
years, peace and war years, yet these 
figures are conspicuous by their regu- 
larity and stability. Consequently, it 
cannot be said that there is anything 
unusual about the period, the com- 
panies, their results, or the investors’ 
appraisal. 


HE best criterion of the cost of a 

particular class of capital is a re- 
cent market test of it, whether it be 
bonds, preferred stocks, or common 
stocks. (The sale of preferred stock of 
Panhandle Eastern Pipe Line Com- 
pany is a case in point.) If the 3 per 
cent first mortgage sinking-fund bonds 
mentioned above had recently been 
sold, the cost involved in such financing 
would be the pragmatic test. Consider- 
ation would have to be given to the 


offering price, the underwriting com- 
mission, other financing expenses in- 


curred, net price to the company, and 
sinking-fund requirements, to obtain 
the adjusted yield rate or percentage to 
the company. 

Suppose that a sale had been con- 
summated and, giving effect to all the 
factors mentioned, the effective yield 
was 2.90 per cent. This would repre- 
sent the cost of that particular class of 
capital to the company and, if the fig- 
ures remained the same, the cost of fu- 
ture capital of this class. Obviously, if 
the company had various denomina- 
tions of funded debt and notes out- 
standing, a similar study and deter- 
mination would have to be made of 
each issue. For sake of brevity it has 
been assumed, for purposes of illus- 
tration here, that the company had 
only one class of funded debt, but it 
must be recognized that rates of return 
to investors will vary according to 
types of risks and composition of capi- 
tal structure. 


In the second instalment of his 2-part article on the direct approach to the determination of fair 
return, Mr. Coffman analyzes in detail the application of. this proposed 
regulatory technique to various classes of utility securities, 
and considers the all-important factors of 

tax trends and rate levels. 





Lure of Profits 


<< * lure of profits is the mainspring of economic ac- 
tivity. Destroy this incentive, then commerce will 
languish, savings will shrink, and capital resources will become 
stagnant. If carried to its logical conclusion, such a course would 
make the government the chief reservoir of credit and capital, 
and all lines of activity would be regimented under government 
direction. Such a system would perpetuate lower standards of 
living and impose increasing restriction upon individual free- 
dom. It would eventually degenerate into totalitarianism from 
within, the very system that we are mobilizing all of our re- 
sources to combat from without.” 

—Excerpt from New England letter, 

The First National Bank of Boston. 
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Lend-lease Pooling for 
Frozen Equipment 


In Los Angeles, utility companies and others were 

trading surplus equipment among _ themselves. 

Now a free exchange, operated by the chamber 

of commerce, makes the stuff available to all 

industries able to qualify under maintenance 
priorities. 


By JAMES H. COLLINS 


HEN Uncle Sam says, flat- 

\ footedly, that Hollywood must 

not spend more than five thou- 
sand dollars on sets for any picture, 
everybody hears about it, and many of 
us say, “Good! About time Holly- 
wood’s extravagance was curbed.” 

When the telephone company is so 
reduced in materials that it can install 
anew phone only if there is an idle pair 
in your street conduit, and if not, you 
are out of luck—only a few of us hear 
about that. 

But in both cases the restricted in- 
dustries organize to do the best they 
can, with what they happen to have, 
and one limited remedy for material 
shortages is trading between movie 
studios and utility companies. 

Hollywood’s restrictions apply only 
to new materials. If it can patch and 
paint old sets, straighten and use nails 
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again, work up lumber until it is sawn 
down to kindling size, it may find that 
five thousand dollars worth of new 
materials is quite a lot. 

Soon after this ruling, Hollywood 
had its own lend-lease system going, 
with studios listing anything they had 
to lend or trade. Hollywood is sport- 
ing, doesn’t want to argue, knows 
there’s a war on—in fact, here is a 
story told by the purchasing agent of 
one studio: 

Over a year ago, when predictions of 
metal shortages were scoffed at, this 
studio built some expensive sets that 
called for a lot of lighting. The buyer 
believed shortages were coming, and 
had all the ends of wire saved, and 
melted down, getting more than half a 
ton of fine electrical copper, which he 
saved for what might come — until it 
had to be reported to WPB and he was 
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told where to send it to be made into 
brass for munitions. 

“T did hope they’d let us keep a 
couple of hundred pounds,” he sighed. 
“However—not a funeral note!” 

Of course, the telephone company, 
along with all utility companies, takes 
inventories of surplus material, to be 
traded for something else that another 
company is able to spare, and this sort 
of teamwork will go on through the 
war, and be better organized as busi- 
ness concerns learn the lend-lease 
game. 


7* Los Angeles, it has already been 
carried further by the setting up of 
a community-wide pool of surplus ma- 
terials, instigated by the chamber of 
commerce. 

With the utility companies trading 
among themselves, and the picture 
studios and other large industries do- 
ing likewise—why not make it possible 
for the smaller manufacturing and 
service concerns to trade too, and let 
the Hollywood studios trade with the 
utility companies, or with anybody 
else, large or small, who had something 
that wasn’t needed? 

In July, the chamber set up its Sur- 
plus Materials Exchange. It imme- 
diately got listings of surplus materials 
from the gas company, two lighting 
companies, the municipal bureau of 
power-light-water, one of the major 
oil companies, and one cement com- 
pany. Any business concern can use its 
facilities, and it is expected that they 
will, because such a service is needed 
in a community that has several thou- 
sand factories to be kept going under 
war shortages. 

It is interesting to know how such 
an organization is set up. 
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The first step was getting Unck 
Sam’s blessing. 

The plan was clarified on paper and 
submitted to the local chief of the Dis. 
position Materials Section of the In. 
ventory and Requisition Branch of the 
War Production Board. He not only 
approved it, but urged that it be got 
going as soon as possible. 

Then an advisory committee was 
formed, made up of nine purchasing 
agents, stores managers, technical and 
production men, connected with utility 
and industrial companies. Their job is 
to guide James F. Bone, as active man- 
ager of the exchange. They know in 
numerable corners that can be cut, 
within the war rules, and ways of do- 
ing the apparently impossible, which 
they have already done for their com- 
panies. 


 gtnaagen flexibility, with a simplic- 
ity that makes the exchange cost 
almost nothing, are the outstanding 
features. On the day that listings were 
first accepted, one woman assistant 
took charge of all the paper work, and 
the committee supervises everything 
by occasionally getting together at 
lunch, to save time. 

The need for the exchange is found 
in the fact that many business concerns 
find themselves with frozen inventories 
of operating and maintenance mate- 
rials. Some have surplus materials; 
others are hampered by shortages. The 
frozen inventories limit ability to buy 
new materials and equipment, even 
where obtainable. Surpluses can be 
unfrozen by trading, selling, or junk- 
ing, subject to priority regulations. 

By listing surplus materials with the 
exchange, and making inquiries there 
for materials that are short, a business 
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LEND-LEASE POOLING FOR FROZEN EQUIPMENT 








Trading Surplus Material 


“.. the telephone company, along with all utility companies, takes 
inventories of surplus material, to be traded for something else that an- 
other company 1s able to spare, and this sort of teamwork will go on 
through the war, and be better organized as business concerns learn the 
lend-lease game. In Los Angeles, it has already been carried further by 
the setting up of a community-wide pool of surplus materials, instigated 

by the chamber of commerce.” 





concern can get in touch with a buyer 
or seller. 

All other operations are conducted 
between listing parties, under whatever 
priorities or government restrictions 
may apply to the materials. 

For its own protection, the exchange 
asks that lists sent in be certified by the 
listing concern as materials of a sur- 
plus nature. 


 Sacnictg include materials like wire, 
bolts, rope, valves, pipe, tubing, 
and such essentials, along with equip- 
ment like motors, engines, transform- 
ers, pumps, tanks, boilers, compressors, 
filters, blowers. Full details are given 
about quantity, capacity, condition, and 
the lister is required to set a price, not 
for listing, but so he will be ready to 
trade or sell. At the bottom of his list 
—often several typewritten pages of 
miscellaneous items — he certifies by 
signing this statement for his com- 
pany : 


289 


The listed materials are surplus 
items we wish to dispose of in order to 
acquire needed operating and mainte- 
nance supplies and equipment. 


As these lists come in, the woman 
clerk copies each item on a card, to be 
filed according to the kind of material 
or equipment, with the name of the 
company, the official to deal with. 
Then, when anybody asks “Do you 
know where we can get a used motor ?” 
the file discloses all motors listed by 
different concerns. 

Office furniture and supplies, and 
motor vehicle supplies, are not accepted 
for listing. The reason for that is, 
chiefly, that there are still abundances 
in typewriters and desks, the detail in- 
volved in handling such items would 
be too great for the service rendered, 
and the exchange is intended to facili- 
tate the transfer of scarcer items. 

No lists are published, but a utility 
company or other concern able to qual- 
ify under the maintenance provisions 
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of priorities, writes or phones to ask 
“Where can I get a 10-horsepower 
motor ?” or whatever it may be, and is 
given a list of motors in that range, 
with make, age, condition, names of 
companies that want to sell or trade. 

Then “buyer” and “seller” get to- 
gether and make their own deal, and 
if a motor is transferred, the exchange 
is notified and eliminates it from the 
lists. Then the exchange is through as 
far as that particular motor is con- 
cerned. 


_ details of price or trade, with 
the authorization to do so under 
priorities—obtained by showing that 
the equipment is to be used in mainte- 
nance by a utility company or other 
concern whose operation must go on— 
are in the hands of “buyer” and “sell- 
er,” generally the purchasing agents of 
the companies. It is a regular pur- 
chase, for money or value, with war 
trimmings by WPB and the chamber 
of commerce. 

“How is this thing going to affect 
me?” has been asked by supply houses 
with new equipment to sell, and also 
the dealer in used equipment. No 
charge is made for the information 
service. 

The chamber of commerce is partly 
supported by county funds. 

The answer to that is, by making 
available in the widest possible way all 
the surplus materials and equipment 
available in a region like industrial 
Los Angeles, much of it can be put to 
work for war, and turned into cash 
with which to buy from dealers. With 
frozen inventories, the stuff might not 
be liquidated, and the company with 
an unsuitable motor might not get 
money with which to buy one of a 
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suitable type. The more business done 
through the exchange, the more capital 
will be released for other purchases, 
There has been no criticism from the 
material or equipment trades. They 
see that it is another way of getting 
on with the war. 


HE plan was conceived by a utility 

executive, LeRoy M. Edwards, 
general manager of the Pacific Light- 
ing Corporation, and developed large- 
ly by utility men. But the purpose is to 
make lend-lease service widely avail- 
able to all concerns qualifying under 
the maintenance rules of government 
war agencies. The three ends sought 
are: 

1. Saving time in locating needed 
supplies. 

2. Reducing frozen inventories. 

3. Operating economies through 
liquidating surplus materials, making 
them available to others who can put 
them to work. 


A we go on into this war, the lend- 
lease idea will not only be more 
widely adopted and broadened out to 
exchanges between industries, but we 
will find ways to trade in valuables 
other than materials and equipment. 

For instance — technical informa- 
tion. 

Los Angeles started a healthy trade 
in that commodity last spring, and the 
current report of its Aircraft War 
Production Council, Inc., shows that 
last month it headed off no less than 
1,860 potential bottlenecks in the eight 
aircraft plants that make up its mem- 
bership. Of these, 303, or about 1 in 
6, were broken by trading technical in- 
formation, and the remaining 1,557 by 
trading or selling materials. 
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§ Goo council was organized after 
considerable informal trading had 
been going on. Its purpose was to doa 
better job. Its methods are undoubt- 
edly adaptable to other industries. 

Consolidated, Douglas, Lockheed, 
North American, Northrup, Ryan, 
Vega, and Vultee went into it, electing 
J. H. (“Dutch”) Kindelberger, of 
North American, as president. 

Seven functional groups, or work- 
ing committees, were set up to deal 
with major activities like production, 
materials, engineering and standards, 
transportation and housing, plant de- 
fense, accounting, and industrial and 
public relations. 

Each group is composed of top men 
on that particular activity from the 
different plants, and they are given 
power to get things done, after they 
find out just what it is that had better 
be done. They are expected to get the 
utmost out of materials, machines, and 
man power, regardless of competitive 
interests. 

One of the first needs, they found, 
was to set up good channels for ex- 
changing information, as well as fa- 
cilities, among eight plants operating 
on different procedures. 

These plants employ 250,000 peo- 
ple, making 65 per cent of the nation’s 
planes. 

It was arranged for each group to 
meet at least monthly, or as often as 
necessary, to consider new production 


problems, seek group solutions, and 
report direct to the council for policy 
decisions and orders. 

When a new procedure has been ap- 
proved, individual members of its 
group follow it through the different 
factories to see that the method is 
adopted, and check up on “bugs.” 


_ the problem is one for spe- 
cialists, all specialists in that line 
from all plants are asked to sit in and 
make a report, which is passed along 
to each company. 

An enormous amount of material 
was exchanged last month — 15,390 
pounds of rivets, tons of bolts, nuts, 
screws, hundreds of tools, even some 
machinery, like motors, and oddments, 
like fluorescent lamps. 

And this after other ways of break- 
ing bottle necks had been exhausted. 
One rule is that a member company 
shall ask for material only when it is 
unobtainable from outside sources. 

But nearly one need in six was met 
by technical information, from a group 
report, or library references, showing 
how to solve a particular problem 
which threatened to stop production, 
even where there was no shortage of 
material. 

So, in the end, as the exchange idea 
is more widely applied to our war 
problems, it will probably be found that 
we are trading information first, and 
physical materials second—if at all. 





train departs on its way in some part of the United States. Rail- 


q Every five seconds throughout the day and night, a new freight 


roads in the seven months from October 1, 1941, to June 1, 
1942, put in service 69,339 new freight cars and 500 new 
locomotives. 
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International Control over 
European Utilities? 


Now ts the time, according to this author, to plan some system 

for the elimination of Europe’s “Balkanized” utility services. 

This can be done through the decentralization of political con- 

trols of public utilities which have heretofore limited the service 
and helped disturb the peace of continental peoples. 


By COLONEL T. H. MINSHALL, D.S.O. 


P NHE three previous “unions” of 
Europe — Imperium Romanum, 
the Holy Roman, and Napole- 

onic empires—had certain features in 

common. The first and the third were 
created and held together by military 
power and in some measure by a cen- 
tralized administration; all three to 
some extent enjoyed a uniform code of 
law. Each of the three also derived 
support from the existence of some 
underlying unifying belief. The first 
owed much to fear, respect, and to the 
prestige of Rome; the second, during 
the greater part of its long life, was 
united by a common religious creed; 
and Napoleonic France, at least in its 
early stages, had a doctrine of liberty 
and equality to spread. To create a new 
united Europe some underlying prin- 
ciple or ideas must be widely accepted. 
How far these common ideas will be 
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ethical, political, or economic, time will 
show. 

Although it is generally agreed that 
its greater unity is desirable, it is as yet 
too early to see what will be the po- 
litical or even geographical shape of 
post-war Europe, or to prepare spe- 
cific plans which must largely depend 
on it. But there are other and more 
material factors which can _ help 
toward pacifying and uniting Europe 
and which it is not only practicable but 
essential to study before hostilities 
cease if the restoration of order, dis- 
tribution of food, and repatriation of 
refugees and prisoners are to take place 
at all smoothly and rapidly ; our experi- 
ences in 1919 on a much smaller scale 
should not be overlooked. One of these 
factors is the reéstablishment and con- 
trol of certain public services in central 
Europe. The more important of these 
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are the transport services (persons and 
goods), communications (posts, tele- 
graph, and radio), and, hardly less im- 
portant, electricity supply. All of these 
will be disorganized by the collapse of 
Germany. The German and German- 
appointed personnel in the occupied 
countries will largely disappear and the 
former (native) personnel will in 
many cases not be acceptable or not 
available owing to death or other 
causes, 


ties Roman and Napoleonic road 
systems were not built or used 
solely for military purposes. Nor have 
Dr. Todt’s Auto-bahnen or the codrdi- 
nation of central European railways 
and water transport and their central- 
ized administration in the Reichsbahn- 
Amt and Kanal-Amt in Berlin under 
Albert Speer, and of aviation, under 
Field Marshal Milch, an exclusively 
military object, any more than the 
project of a central European electric 
“grid,” which the Germans proposed 
at the Second World Power Confer- 
ence twelve years ago, and are believed 
to be now carrying out. 

The partial rationalization of these 
services which Germany, for her own 
purposes, has begun should not be en- 
tirely abandoned after the war. Rather 
should advantage be taken of it by the 
United Nations to extend the process 
for the benefit of central Europe as a 
whole. Whatever changes be made in 
the political importance of national 
frontiers, their interference with the 
rational and efficient organization of 
such public services should be modified 
in the interests of economic efficiency. 
There is no technical or commercial 
reason why locomotives, motor bus, or 
third-class railway passengers, or elec- 
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tric voltages should change at a po- 
litical frontier, as was often the case 
formerly. The progress of science, 
moreover, has resulted in the size of 
the most efficient unit of railway and 
waterway systems becoming larger 
than the area of Holland or Belgium. 


HERE are interconnected electric 
grids in the USA employing 
pressures of 220,000 volts and even 
more, to say nothing of our own Brit- 
ish grid, covering areas of over 100,- 
000 square miles, i.e., far larger than 
Switzerland. Whatever happens re- 
garding the restoration of national 
sovereignties in central Europe, it 
should not prove impossible, and is 
most desirable, when framing the new 
Europe, to arrange (and if necessary, 
to insist) that at least certain of these 
services, whether previously state- 
owned as in the case of postal and most 
railway systems, or privately owned as 
in the case of many electric, radio, and 
air services, should be closely coodrdi- 
nated and preferably come under some 
form of international control. The 
Allies will for some time after victory 
be in a strong position to negotiate. 
Long before these services had been 
gleichgeschaltet by Hitler there existed 
a considerable measure of codperation 
between those responsible for their 
management. The railways had their 
International Railway Conference, 
Time Table Committee, central office 
for freights, and clearing houses ; pos- 
tal services had the Postal Union, the 
Union Telegraphique Universelle, and 
other links, as had the motor car users 
and bus services. The radio concerns 
collaborated on the wave-length ques- 
tion. The World Power Conference, 
the International Standards Commit- 
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Study of Post-war Problem 


C6 i i. study of ... the post-war problem is one that can and should 

be begun at an early stage. A mass of data is available and many 

of those most competent to help are not fully employed on war work. 

But tt seems that no one of the various bodies and government depart- 

ments now studying reconstruction is fully equipped for just such an 

inquiry, involving as it does technical, financial, and quasi political 
matters.” 





tee, and other bodies formed a meeting 
ground on the semiscientific side for 
the electric industries. These, like 
other concerns such as the air services, 
in many parts of central Europe, were 
also interlocked through international 
shareholdings, on the financial side. 
There were even then a number of 
cases of electric power being transmit- 
ted across frontiers, e.g., at Rheinfel- 
den and Hirschfelde, just as there were 
international transport services. 


HE only alternative to restoring 

the separate comparatively small 
national systems of public utilities is 
some form of international control; 
and if the control is to be international 
it seems necessary, on grounds of 
safety* and permanence, that the con- 


*Otherwise, to take one example, the fact 
that the main source of hydroelectric power, 
the central European massif, is situate in a 
small and comparatively weak country like 
Switzerland might some day tempt some 
larger predatory nation to dominate it. 
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trolling authority should not be a com- 
mercial, dividend-earning body with 
private shareholders, however more ef- 
ficient than public control private en- 
terprise may be. This would not neces- 
sarily preclude the use of private enter- 
prise in some of the subsidiary operat- 
ing concerns, if found desirable. But 
the policy of the controlling authority 
would be to coordinate and operate 
these systems solely in the interest of 
Europe as a whole. 

Such a body, or bodies (for the dif- 
ferent services), might perhaps be 
linked with the ILO, a successful 
legacy of the League of Nations, or be 
a new and separate creation. There 
might possibly need to be two organiza- 
tions. Firstly, an international control- 
ling body, a “utilities council,” and, 
secondly, an executive body or bodies 
to own and operate the various services 
under the council, somewhat on the 
lines of the Central Electricity Board 
and the authorized undertakings in 
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Great Britain. The council might be 
composed of a small number of persons 
of recognized competence and experi- 
ence (cf. Kipling’s Aerial Board of 
Control), chosen and appointed by the 
United Nations. It should be prac- 
tically autonomous though, in theory 
at least, ultimately responsible to some 
higher policy-forming body, such, for 
example, as the ILO or its equivalent. 


bikes study of this technical side of 
the post-war problem is one that 
can and should be begun at an early 
stage. A mass of data is available and 
many of those most competent to help 
are not fully employed on war work. 
But it seems that no one of the various 
bodies and government departments 
now studying reconstruction is fully 
equipped for just such an inquiry, in- 
volving as it does technical, financial, 
and quasi political matters. A spe- 
cially selected ad hoc committee with 
one or two full-time assistants is 
needed. 

The technical codperation of the 
United States and Canada, with their 
special experience of interstate railway 
and power problems, should be enlisted 
at an early stage. There is a further 
reason for so doing. There will be an 
urgent post-war demand for vast quan- 
tities of new machinery, rolling stock, 
and other apparatus, which the dam- 
aged and disorganized factories of Eu- 
rope will not be in a position fully to 
meet. 

Anglo-American codperation is 
needed if only to prevent an undesir- 
able competitive struggle for orders 
and the fixing of proper priorities both 


of raw materials and manufactured 
goods for reconstruction. 


HE advantages of placing these 

utilities under international con- 
trol, from the point of view of facili- 
tating and expediting the recovery of 
Europe, have already been referred to. 
They have another advantage. The 
personnel, at least in the higher 
branches, would become the servants 
of an international, instead of a na- 
tional, employer and might be expected 
gradually to acquire something of the 
much needed European spirit, just as 
the employees of the Bavarian and 
other state railway systems acquired a 
broader outlook when they became the 
servants of the Reich some twenty 
years ago. The working and develop- 
ment of these services for pacific and 
pan-European purposes might also be 
not without their effect on those who 
made use of them, 1.e., the consumers 
and passengers. 

Finally, by no means the least ad- 
vantage of placing these services under 
international control would be that it 
would provide an additional means of 
checking the growth of war-potential 
(of which they form an important ele- 
ment) and the revival of aggression. 
The concentration in the hands of one 
strong body of the right and the means 
of regulating transport, communica- 
tions, and electricity supply through- 
out central Europe would provide that 
body with a powerful “sanction” and 
one promptly applicable. Its use, or the 
threat of it, might, in many cases, ob- 
viate the more drastic step of the use 
of armed force. 
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Wire and Wireless 
Communication 


Ree American Federation of Musi- 
cians, the recording companies, and 
radio stations are locked in a major bat- 
tle over the economic relation of the 
musician to “canned” music. What for 
years had been a subject of academic dis- 
cussion moved early this month into the 
realm of actuality when the union re- 
fused to rescind its ban on the making of 
recordings and the Department of Justice 
instituted an antitrust suit against the 
union. 

The musicians insist that they face ul- 
timate ruin if they do not share in the 
financial rewards from the records 
which they themselves produce. The 
broadcasters, on the other hand, say that 
many of their number face financial fail- 
ure if the ban sticks. The recording 
companies assert there is no way they 
could help the union, even if they wanted 
to, because the courts have held that they 
cannot impose any restrictions on the 
buyer of a disk. 

The American Federation of Mu- 
sicians, an AFL organization, claims a 
membership of 138,000 and is led by 
James C. Petrillo, a one-time trumpeter, 
whose annual salary is $46,000 and ex- 
penses. 

The union leader estimates that 95 
per cent of all music heard in the 
United States and Canada is “canned,” 
and that the $3,000,000 received annual- 
ly by musicians for recordings supplants 
live music worth $100,000,000. He says 
500,000 juke boxes have taken the jobs 
of 8,000 musicians, and that some 500 of 


the country’s 923 radio stations do not 
hire a single musician. 

Mr. Petrillo insists that he had no 
dreams of turning back the clock of in- 
vention and wiping out juke boxes and 
radio-record mills. Rather, he insists, he 
wants for “the boys” a share of the in- 
come which others receive, thanks to the 
work of musicians. 


. Be National Association of Broad- 
casters flatly disputes Mr. Petrillo’s 
contention as to unemployment. In nu- 
merous cities, the association says, union 
members are fully employed in other 
trades, while in many towns competent 
musicians are simply not available. 

According to Sydney M. Kaye, coun- 
sel to the association, musicians receive 
$15,000,000 annually for radio services 
of all types. 

The “big three” of the record world 
are Columbia, RCA-Victor, and Decca, 
which produce 99 per cent of the 100,- 
000,000 records made annually. They 
are not too much concerned over the fate 
of the radio stations. Juke boxes, on the 
other hand, account for at least 20 per 
cent of their sales. 3 

Executives of the recording companies 
say that Mr. Petrillo’s troubles really 
came about with the talking motion pic- 
ture, which at one fell swoop wiped out 
“pit” orchestras in theaters throughout 
the country. Radio and the phonograph 
industry opened new avenues of em- 
ployment. : 

The Office of War Information, acting 
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in behalf of the War, Navy, and Treas- 
ury departments, and the Federal 
Communications Commission interested 
themselves in the action of Mr. Petrillo 
primarily because they feared he might 
jeopardize the dissemination of news and 
recruiting and war bond drives, as well 
as deprive the public of the tonic of good 
music. Mr. Petrillo held that those gov- 
ernment agencies had been “absolutely 
misinformed” by the union’s foes. The 
Department of Justice meanwhile went 
ahead in Chicago with a suit that was ex- 
pected to be a determining factor in fu- 
ture application of the antitrust laws to 
labor unions. 


*x* * * * 


FINDING that rates charged by the 
New York Telephone Company 
for rentals of equipment to hotels were 
not excessive was announced on August 
2nd by the New York Public Service 
Commission. This conclusion was 


reached in an investigation headed by 
Commissioner George R. Van Namee 
and was concurred in by three of the four 


other commissioners. Chairman Milo R. 
Maltbie voted in the negative on Mr. Van 
Namee’s memorandum. 

The commission announced that the 
decision closes its investigation of the 
rates charged by the telephone company 
to hotels, apartment houses, and clubs for 
private branch exchange facilities. 

The New York Hotel Association and 
the Waldorf-Astoria, individually, de- 
clared they were furnishing phone serv- 
ice at a loss under the company’s tariffs, 
ordered by the commission in 1939. Un- 
der these rates the hotels were allowed a 
surcharge of 5 cents on local calls, 5 cents 
on long-distance calls costing less than 50 
cents, and 10 cents on long-distance calls 
costing more than 50 cents. 

The commission previously decided 
that hotels, apartment houses, and clubs 
have no right to charge for phone service 
except as agents of the telephone com- 
pany. Last March the court of appeals 
in Albany upheld the ruling of the com- 
mission that hotels have no right to 
charge more than scheduled rates on local 
and long-distance calls. 
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In the phase of the investigation re- 
cently concluded, Mr. Van Namee’s 
memorandum revealed that testimony 
was presented by the telephone company 
of its rentals for equipment installed in 
hotels, taking ten New York city hotels, 
large and small, as samples. The state- 
ment of the commission said : 

This testimony was designed to show that 
after various adjustments, the rentals re- 
ceived from hotels, particularly from the 
larger ones, did not fully cover all costs, but 
the returns from hotels in general were 
neither inadequate nor excessive. 


The Hotel Association asked for a de- 
crease in rental charges for equipment 
installed by the company and asked also 
for an increase of one cent on each out- 
going call to absorb the increase in Fed- 
eral taxes. 

In this respect the statement says: 

The memorandum points out that the 
latest figures show a generally profitable sit- 
uation for hotels as to outside telephone 
service to guests . . . the compensation re- 
ceived by the hotels is generally ample, un- 
der current conditions, to cover the full cost 
for outside telephone service to guests. 


x * * * 


Bee Community Telephone Com- 
pany, owning some 30 exchanges in 
central and western Wisconsin, has pe- 
titioned the state public service commis- 
sion to be allowed to increase its rates by 
collecting a toll charge for free service 
now afforded between cities in the same 
area. 

The company’s petition was based on 
the claim that telephone users in the 
local exchanges are now having to bear 
the cost for the intermunicipality service. 
The company also claimed that it was al- 
most impossible to keep up the service at 
its present load. It declared that if a toll 
is charged, the intermunicipality calls 
will be lessened. 

The telephone exchanges owned by the 
Community Company were almost all 
originally lines built by the people in the 
communities served. In some instances 
exchange contracts were entered into, 
and several other telephone companies 
are affected by the plan. Among them 
are the Commonwealth Company in 
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Madison, the Independence Telephone 
Company, the Wisconsin Utilities Com- 
pany, the Pigeon Creek Company, and 
the Beef River Company. 

The stock of the Community Tele- 
phone Company is owned by the Inland 
Telephone Company, one of the largest 
telephone corporations in the United 
States. The company owns exchanges 
and toll lines in Indiana, Ohio, and other 
central states, and many rural lines. Un- 
til recently it owned a Philadelphia 
exchange. 

The petition in the Wisconsin case 
was signed by V. E. Chaney, Ft. Wayne, 
Indiana, president of Community. 


* * * * 


TATUS of negotiations between wo- 
men telephone operators and the 
Ohio Bell Telephone Company in north- 
eastern Ohio was still in doubt on Au- 
gust 7th after 1,900 striking maintenance 
employees of the company had returned 
to their jobs on that day following cer- 
tification of their wage dispute with the 
company to the War Labor Board. 

H. J. Barber, vice president of the 
company in charge of public relations, 
said the company considered that the 
negotiations with the northeastern traffic 
council of the Ohio Federation of Tele- 
phone Workers, which represents the 
operators, had been ended because the 
operators’ demands for a wage increase 
had also been certified to the War Labor 
Board. 

“The company feels that it does not 
have any right to open negotiations with 
the operators because that matter is now 
out of its hands,” Barber said. 

Mrs. Theresa Donahey, president of 
the northeastern council, could not be 
reached at the time for a statement as to 
whether the council’s view of the nego- 
tiations coincided with that of the 
company. 

Several hundred operators in Cleve- 
land, Akron, Youngstown, and Canton 
also returned to their posts on August 
7th when the maintenance men withdrew 
their picket lines. The operators had 
refused to cross the picket lines, thereby 
causing some disruption of intrastate 


toll call service and information service. 

The company’s service in northeastern 
Ohio was “completely normal” the 
evening of August 7th, Barber said. 

The maintenance men walked out at 
7 a. M. August 5th and resumed work at 
8 a. M. August 7th after reaching an 
agreement with the company that any 
wage increases resulting from the WLB 
hearing, set for August 17th, would be 
made retroactive to July 12th. 


* * * OX 


GROUP of the nation’s largest radio 
manufacturers prepared a defense 
on August 8th against a government 
proposal to set aside a consent verdict 
which ten years ago spared them the 
rigors of a lengthy antitrust suit. Fed- 
eral Judge Albert B. Maris gave counsel 
for the companies until August 24th to 
file briefs in the action, and said he 
would render a decision after that date. 

The surprise government move was 
made on August 7th with the appearance 
of Thurman Arnold, “trust-busting” ex- 
pert on the staff of Attorney General 
Francis Biddle, before Judge Maris with 
a motion to vacate the 1932 consent ver- 
dict which followed agreement by sev- 
eral of the larger firms to divorce them- 
selves from affiliate manufacturers and 
subsidiaries. 

Among the larger firms named in the 
1932 action were Radio Corporation of 
America, General Electric Company, 
Westinghouse, American Telephone and 
Telegraph Company, and other alleged- 
ly affiliated companies. 

Arnold carefully refrained from say- 
ing the government planned to reopen 
the antitrust suit and merely indicated 
that the decree issued ten years ago had 
not “removed the unlawful restraints of 
trade nor has it prohibited the mo- 
nopolies.” He added that the original 
fourteen defendants and “new parties 
are now engaged in a new monopoly 
covering the whole radio field, including 
television and frequency modulation.” 


* * #* * 


2 for immediate elimination 
of singing telegrams, kiddiegrams, 
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WIRE AND WIRELESS COMMUNICATION 


yse of messengers for dog walking, and 
other nonessential services, on the 
grounds they constitute a serious impedi- 
ment to war-time communications, was 
made known on August 9th on behalf of 
Joseph P. Selly, president of the Amer- 
ican Communications Association, CIO 
afnliate. 

Mr. Selly made the demand on August 
Sh in a letter to Chairman James L. Fly 
of the Federal Communications Com- 
mission. The letter cited alleged specific 
instances of official messages being de- 
layed for many hours. Mr. Selly wrote: 

The telegraph industry is a war industry. 
Over its circuits travel messages which make 
possible our whole complex manufacturing 
and distributing systems. No impediments 
should be permitted to hold telegraph opera- 
tions during war time below the maximum 
level of efficiency. _ : : 

The most obvious “impediment” to 
achievement of a maximum level of effi- 
ciency for war-time communications is con- 
tinued handling of fixed text messages, dog 
walking, singing telegrams, and other non- 
essential services. The situation is constant- 
ly becoming more serious. 


A Western Union traffic officer said 
that he had “never heard” of messengers 
being used to walk dogs; that as to the 
charge a certain message to New York 
from a high government official had been 
held up seven hours, “I don’t savvy that 
at all”; and that on the general charge 
that war-time messages were being de- 
layed by special services, “That’s abso- 
lutely silly to my mind.” 

A Postal Telegraph man said the spe- 
cial type messages naturally competed 
with other communications in the sense 
that they increased volume of traffic, but 
he doubted strongly that they would be 
permitted to interfere with official 
business. 


* * *K * 


Aaa Price, director of censorship, 
_on August 9th issued a statement 
clarifying the procedure of his office re- 
ening cable confirmations. Mr. Price 
Stated : 


_ Censorship regulations prohibit the send- 
ing through the international mails of con- 
firmation copies or any direct quotations 
from cablegrams, radio, radiotelephone, or 


land wire messages sent between any point 
in the continental United States and any 
point outside the United States. This pro- 
hibition is designed entirely to restrict pos- 
sible use of these communications facilities 
by enemy agents to transmit information 
harmful to the war effort. 

Messages to and from Canada are 
exempted. 

The restrictions, Mr. Price explained, 
apply to “word for word confirmation 
copy” and to direct quotations in whole 
or in part from messages. Any quotation 
from or reference to a cablegram in tele- 
graphic language or code is banned. 
However, reference may be made to 
cablegrams by name, date, number, or 
subject matter if ordinary language is 
used. Rulings now in effect apply both to 
incoming and to outgoing messages, but 
do not apply to messages sent from any- 
one within the continental United States 
to anyone else within that area, or to mes- 
sages between two points outside the 
continental United States. 

“We have no intent to hamper legiti- 
mate business,” Mr. Price said, “and 
our enforcement of these rulings has as 
the sole purpose the crippling of com- 
munications between agents of foreign 
powers or inadvertent betrayal to the 
enemy of vital war information.” 


_ ee oe 


NNOUNCEMENT of the recent death 
A of Valdemar Poulsen, Danish co- 
inventor of a wireless telephony system 
and discoverer of the Poulsen arcs and 
waves upon which his method of radio- 
telegraphy was based, was made in New 
York city early this month by the Na- 
tional American Denmark Association. 
Word of his death was received through 
Free Denmark, a paper published in Lon- 
don. He was sixty-three years old. 

With the late Professor Reginald 
Aubrey Fessenden, American physicist 
and engineer, Dr. Poulsen was credited 
with being the inventor of the wireless 
telephone, but world-wide notice came to 
him in 1899, when he invented the teleg- 
raphone, an ingenious apparatus for re- 
cording telephone conversations on a 
steel wire electromagnetically, for repe- 
tition at will. 
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Utilities Taxed More Heavily 
Than Other Industries 


NY exact comparison between the 
Federal taxes paid by utility com- 
panies and those paid by companies in 
other industries is a difficult statistical 
chore involving long statistical research. 
However, the income figures compiled 
annually by the Treasury Department 
may throw some light on the subject. Un- 
fortunately, there is quite a lag in the 
compilation of the totals for all com- 
panies, and the latest available data ap- 
pear to be for the year 1938. Based on the 
1938 totals of gross income available for 
taxes and Federal taxes paid (income, 
excess profits, and undistributed profits 
taxes), we have worked out the following 
ratios of taxes to gross: 
Electric power and light companies 2.63% 
Telephone and telegraph companies 2.54 
All other utility companies 1.95 
PRAUICOAEE GUS © vii gis sierdcaie ts'od o'dicteis 157 
Manufacturing, mining, etc. ....... .96 


If companies paying no Federal taxes 
(1.e., those reporting deficits) should be 
included in the tabulation, the compari- 
son between electric power and light 
companies and manufacturing compa- 
nies would be still more striking—the 
former paid 2.37 cents out of each $100 
gross income compared with only .64 
cents for the latter. 

Of course, these taxes do not include 
excise and other miscellaneous Federal 
taxes, as well as the state and local levies. 
In 1940 Federal income and excess prof- 
its taxes amounted to only about one- 
third of the total utility tax burden; in 
1938 the ratio would doubtless have been 
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and 
Comment 


By OWEN ELY 


lower. The figures above, therefore, do 
not give a complete picture of the rela- 
tive tax burden of the various industries, 
but nevertheless indicate the exceptional 
burdens borne by the utility industry— 
particularly those companies which have 
also been the target for special local taxes 
on revenues, as in New York and Chi- 
cago. 


ca 


Columbia Gas Abandons 
Refunding Plan 


Gas has now abandoned 
A last year’s plan for a $120,000,00 
refunding operation, which has long 
been on the SEC registration list. While 
the company has made considerable prog- 
ress in clearing up one of its problems— 
the relations with Panhandle and Mokan 
—the minority bondholders’ committees 
of Kentucky Fuel Gas, Inland Gas, and 
American Fuel & Power are apparently 
unwilling to drop the antitrust litigation 
which has been in progress against Co- 
lumbia for twelve years. Columbia had 
made a proposal for settlement which had 
the support of the SEC but this was re- 
jected by the Department of Justice and 
by attorneys for the bondholders. The 
department held that Columbia should 
surrender all claims against the bank- 
rupt companies since its interest had been 
acquired over a decade ago with the ob- 
ject of restraining competition. 

The SEC has given Columbia Gas pet 
mission to buy $9,477,000 of its own de- 
bentures on the New York Stock Ex- 
change from cash obtained through the 
sale of subsidiaries. The SEC pointed 
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out, however, “that it should not be in- 
ferred that a similar application would 
necessarily be granted” in like cases. 

Columbia Gas has been hard hit by 
Federal taxes because of its low exemp- 
tion base. In the first quarter net income 
was about 54 per cent below last year 
and second quarter net is expected to be 
about 60 per cent under last year’s fig- 
ure. According to Dow-Jones’ estimate, 
the company may fail to earn preferred 
dividend requirements for the year by 
about one-fifth. Nearly half of this defi- 
cit would be made up by a reduction in 
interest charges if surplus cash on hand 
were used to retire bonds. 


> 
National Fuel Gas Company 


(Tenth in a series of brief descriptions 
of natural gas companies.) 


ATIONAL Fuel Gas Company was 
N incorporated in 1902 as successor 
tothe Natural Gas Trust. It is a holding 
company owning the entire capital stocks 
of ten operating companies, and a ma- 
jority interest in several others. These 
companies supply natural and mixed gas 
to some 332,000 customers in western 
New York, western Pennsylvania, east- 
ern Ohio, and Ontario, Canada. The 
principal cities served include Buffalo 
and Jamestown in New York; and Erie, 
Meadville, Oil City, Sharon, Titusville, 
and Warren in Pennsylvania. 

The size of the company is indicated 
by the total assets of about $108,000,000, 
and the 1941 sales of over $16,000,000. 
The system owns about 4,136 gas wells 
and 186 oil wells, but in order to con- 
serve its own gas resources, buys about 
45 per cent of its requirements (natural 
and manufactured). Subsidiaries oper- 
ate about 430,000 acres and hold (in 
lease or fee) about 783,000 additional 
acres. Some oil and natural gas is pro- 
duced, and incidental business is done in 
appliances and real estate. 

Total capitalization is 3,810,183 shares. 
Book value is nearly $18 a share, which 
is more than double the current price of 
about 83 (range this year 104-84). 
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The current position is strong, cash 
assets at the end of 1941 amounting to 
about $9,761,000 and total current assets 
$14,955,000, compared with current lia- 
bilities of $4,229,000. 

The stock has paid dividends without 
interruptions since 1909, with split-ups 
in 1922 and 1927, each present share rep- 
resenting 20 shares on the 1921 basis. 


BP is Rockefeller Foundation is re- 
ported to own more than one-fifth 
of the outstanding stock, while other 
large amounts are held by groups associ- 
ated with the Rockefeller interests. A 
block of 30,920 shares was distributed 
last September by White, Weld & Co. at 
$11.50 a share net. 

Earnings in recent years have ranged 
between 84 cents (1938) and $1.25 
(1934). In 1941 earnings declined to 93 
cents despite the gain in revenues; and 
for the first four months of 1942, 67 
cents was earned compared with 69 cents 
in the corresponding period. In the cur- 
rent earnings statement Federal income 
taxes were accrued at a 40 per cent rate 
with no provision for excess profits 
taxes. 

The present $1 dividend rate, which 
affords a current yield of nearly 12 per 
cent, has remained the same throughout 
the past decade (with the exception of 
1935 when an extra 25 cents was paid). 
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The stock is currently selling at its 
lowest levels since 1932, when a low of 8 
was registered ; the high mark in inter- 
vening years was 23. (In 1929 a high of 
43% was registered.) 

While the company has taken no ac- 
tion regarding a merger of subsidiaries, 
it is not expected to encounter any spe- 
cial difficulties under the Utility Act, 
subsidiary companies being largely in- 
terconnected. 


¥ 


Long Island Lighting Plans 
Refunding Operation 


Ew financing continues at extremely 

low ebb. In the week ended July 

31st only one small municipal issue was 

offered and in the next week there were 

no offerings at all (for the first time in 
two years). 

There are a few fair-sized utility of- 
ferings in preparation, but it is difficult 
to gauge the rate of progress. The $5,- 
000,000 Potomac Electric bonds, now in 
registry, may reach the market around 
the end of August, via competitive bid- 
ding. 

The New York Public Service Com- 
mission on August 10th authorized the 
sale of $30,205,000 Long Island Light- 
ing first 34s of 1972, for refunding pur- 
poses. Approval had been refused by the 
commission last year because the pro- 
posed call prices (up to 112) were con- 
sidered too high; the present issue will 
be redeemable at 104 up to June 30, 1947, 
and at lower prices thereafter. The com- 
mission required the company to set 
aside a special monthly improvement 
fund totaling $600,000 per annum, to be 
used either for plant additions or re- 
purchase of bonds. 

Chairman Maltbie of the commission 
estimated that the company would save 
about $700,000 on its 1942 income tax as 
a result of the financing, and suggested 
that this be used, along with other cash 
expected to be available, to pay a portion 
of the premiums on called bonds. 

The new securities are to be sold to ten 
insurance companies — Metropolitan 
Life, New York Life, Northwestern 
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Mutual Life, John Hancock Mutual 
Life, Equitable Life Assurance, Massa- 
chusetts Mutual Life, Mutual Benefj 
Life, Sun Life Assurance of Canada, 
New England Mutual Life, and Connec. 
ticut Mutual Life. 

Central Maine Power has decided to 
eliminate the public offering of its pro- 
posed issue of $5,000,000 serial notes, 
selling them at private sale. However, 
the remaining part of the program ($14- 
500,000 first mortgage bonds due 1972, 
and 261,910 shares of common stock) 
will be sold publicly, the bonds at com- 
petitive sale. The stock will be offered 
first to present stockholders, and later to 
New England Public Service Company, 
at $10 a share. 


¥ 


Empire Gas Plan Approved 


HE SEC on August 4th approved 

the amended plan of recapitaliza- 
tion for Empire Gas & Fuel Company. 
(See FortTNIGHTLY of July 2nd, page 
42.) The commission authorized Empire 
Gas to retain First Boston Corporation 
and Merrill Lynch, Pierce, Fenner & 
Beane as dealer managers to aid in the 
exchange of the four series of preferred 
stocks (with dividend arrears) for the 
new issue of $21,534,800 34 per cent 
sinking-fund debentures due 1962. 

A nation-wide group of over 1,00 
dealers was enrolled to solicit exchanges 
—one of the largest groups ever to par- 
ticipate in such a transaction. Arbitrage 
operations are expected to aid consum- 
mation of the exchange. The new bonds 
opened around 87, later advanced to %. 


¥ 
Nebraska’s “Little TVA’ 


E have received the following in- 
teresting communication from 
Mark M. Shaw, publisher of The 
Greater Nebraskan, with reference to 
the trend of public ownership in that 
state: 
The hydroelectric districts have received 


approximately $68,000,000 of government 
funds, at least $28,000,000 of which was 4 
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gift. The remaining $40,000,000, which was districts paid 11 cents per $100 in 1941. 
set up to pay 4 per cent interest, was reduced The Nebraska “little TVA,” so we are ad- 
to a mere “token” interest payment of one- vised, is attempting to launch a campaign to 
fourth of one per cent. During the year borrow between $45,000,000 and $50,000,000 
1941, these districts paid less than half of with which to acquire Nebraska’s only re- 
the agreed one-fourth of one per cent, or maining electric power utility privately 
approximately 11 cents per year for each owned (Nebraska Power Company of the 
$100 loaned by the government. American Power & Light system). 

A recent district court decision holding 
that these properties are taxable has called ¥ 
forth a statement from the hydroelectric 
promoters that it might be necessary for the SEC Initiates Monthly 
districts to surrender the properties to the ag ; 
Federal government, in the event that they Statistical Bulletins 
ag eg 000,000 ‘ iinet HE new monthly bulletin issued in 
ernment, and the government today—or July by the Securities and Ex- 
rather, the citizens of the United States— change Commission (Vol. 1, No. 1) 
still owes this sum and we are paying in- brings together various series of statisti- 


terest on same somewhere in the neighbor- : OP ee eas 
hood of 24 per cent per annum, or $2.50 for cal data formerly issued in individual 


each $100 borrowed, and upon which these NewS releases. 


7 


UGI UTILITY SUBSIDIARIES 
THE CONSUMER, TAX COLLECTOR AND STOCKHOLDER 


YEAR 1931 YEAR 1941 


Rate Reductions «--+-eeeccescecsccccncccee eccccccce oof 16,139,327 3 Savings to Consumers $16,139,327 — 19% 


Increase $15,879,063 - 18% 


Revenues eecceece eee 


Expenses and Charges 
Other than Taxes »«« $63,400,635 J Increase $ 8,046,209-— 15% 


Increase $ 7,832,854— 25% 
Balance for Taxes 


and Common Stocks 


19,480,099 III] Increase $13,007,629 — 201 % 
more for tax collector 


Earnings for 
Common Stocks--== 8 $24,403,268 $ 19,228,493 N) Decrease $ 5,174,775—- 21% 
less for common 
stockholders. 
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The bulletin is divided into two sec- 
tions. Under “The Capital Markets” are 
included monthly data and charts on se- 
curity offerings, registrations of pro- 
posed new issues, underwriters and man- 
agers of new offerings, etc. The statis- 
tics on new issues are analyzed in vari- 
ous ways showing the purpose of issue, 
the cost of flotation, the use made of net 
proceeds, the type of security, the indus- 
trial groups, and the method of distribu- 
tion. 

The data on underwriters show the 
number of issues handled by each house, 
and in a separate table rank the various 
firms according to the total amount of 
issues managed. 

The second section deals with “The 
Securities Exchanges” and presents in- 
dexes of closing prices on the exchanges 
for twenty-four leading industrial 
groups. (Data are presented in a cumu- 
lative table from January, 1939, to date.) 
The volume of sales and the total market 
value of bonds and stocks on all “regis- 
tered and exempted” securities ex- 
changes are given for the latest month, 
with a comparison of the first half of 
1942 with the same periods of the five 
previous years. Other tables include 
round-lot and odd-lot transactions on 
the New York Stock Exchange by mem- 
bers, nonmembers, and specialists, and 
similar Curb data. 


¥ 


United Light & Power Proposes 
Liquidation 


| spoon failure to obtain SEC ap- 
proval a year or so ago for a re- 
capitalization program, United Light & 
Power is trying again, offering almost 
the same plan, but in the form of a dis- 
tribution of assets. This time consider- 
able spadework has been done and the 
situation greatly simplified. 

Originally the company proposed to re- 
capitalize, giving preferred stockholders 
six shares of new common and the class 
A and B common one-tenth of a share. 
However, this did not appeal to the com- 
mission, which wanted other measures 
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taken first. The assets have now been 
reduced (virtually) to a single item, 
common stock of United Light & Rail- 
ways, which it is proposed to distribute 
in the ratio of 91.20 per cent to preferred 
stockholders, 6.13 per cent to class A 
stockholders, and 2.67 per cent to class 
B common stockholders. In effect, this 
is the same as the original plan. 

The plan is of broad interest to the 
utility industry because it revives the 
question whether common stockholders, 
who possess voting power but little earn- 
ings equity (due to preferred arrears and 
other factors), can obtain a modest par- 
ticipation in the distribution of assets, 
In two previous cases the commission 
permitted such distribution, amounting 
to 5 per cent of the total. 


¥ 


The Journal of Commerce Util- 
ity Taxation Supplement 


gpl eeat the widespread interest in 
utility tax problems at this time, The 
Journal of Commerce on July 29th issued 
a special 48-page supplement in attrac- 
tive tabloid form, entitled “Public Util- 
ity Taxation during the War Emer- 
gency.” Articles on all phases of the tax 
problem, but with particular reference to 
the adverse effects of current proposed 
taxes on utility finance, were contributed 
by the following: 


Joseph E. Ridder, publisher (Journal of 
Commerce) 

Jules I. Bogen, editor 

Fred R. Fairchild, Yale University 

W. D. Gay, Standard & Poor’s Corporation 

M. Slade Kendrick, Cornell University 

Elisha M. Friedman, consulting economist 

William F. Connelly, New York University 

C. O. Ruggles, Harvard University 

John T. Madden, New York University 

Owen Ely, Pustic Utiities FortTNIGHTLY 

E. Ralph Sterling, Lehman Bros. 

J. C. Feely, Fitch Investors’ Service 

William L. Grossman, New York University 

J. Rhoads Foster, public utility consultant 

Marcus Nadler, New York University 

G. Herbert Semler, Winthrop, Stimson, Put- 
nam & Roberts : 

Harry N. Bulow, public utility editor 
(Journal of Commerce) 

The Tax Institute 


304 





FINANCIAL NEWS AND COMMENT 


INTERIM SHARE EARNINGS REPORTS 


End of 12-month Period 3-month Period 
Electric and Gas Companies Periods Last Prev. Incr. Last Prev. Incr. 


American Gas & Elec. Consol. ....... June $2.47 $2.90 DI5 $45 $ .66 
Amer. Power & Lt. (pfd.) Consol. ... May 4.14 6.34 D35 73 1.46 
Parent Co. Mar. 3.79 452 D16 a 68 
American Water Works Consol. ..... June .70 1.09 D36 13 55 
Parent Co. June .30 42 D29 =e Be 
Boston Edison June 3.76(a) 3.00 25 82(a) .85 
Cities Service P. & L. (pfd.) Consol. Mar.(b) 4.40 5.76 D24 as oe 
Parent Co. Dec. 16.56 : D40 a oe me 
Commonwealth Edison Consol. ....... June 1.56 D35 .78(d) 1.32(d) D41 
Com. & Southern (pfd.) Consol. ..... June : A D3 3.32(d) 3.96(d) D16 
Consolidated Edison, N. Y. Consol. ... June : d D18 17 37 D54 
D18 36 50 D28 
Z 91 1.06 D14 
D13 ee ae te 
D32 95 1.85 D49 
42 2.15 2.65 D19 
Parent Co. May 8 + 3 <a 
Engineers Public Service Consol. ..... June : D38 
Parent Co. June ‘ ; D36 ae ae xs 
Federal Light & Traction Consol. ... Mar. ; ‘ D9 48 51 D6 
Indianapolis P. & L. Consol. ......... Mar. : : D35 .38 Yes D51 
Long Island Lighting (pfd.) Consol. June q . D7 1.70(d) 2.05(d) D17 
Parent Co. D3 2.92 2.93 a 


Parent Co. June 
Cons. Gas of Baltimore Consol. ...... June 
Detroit Edison Consol, ....<6<0scceses June 
Elec. Bond & Share (pfd.) Parent Co. June 
Elec. Power & Lt. (Ist pfd.) Consol. May 


ESaS 


te tn Btn dob < 
Oo Ge GO 


June 6.1 ’ 
Middle West Corp. Consol. .......... Mar.(b) .24 2 14 


Parent Co. Mar.(b) .09 ; wa 
National Power & Light Consol. .... May 68 # D48 
Parent Co. May 11 ; D83 
Nor. States Pwr. (Del.) Consol. (Cl. A) Mar. 325. 23! 41 
deh Costes sie occa cows bs oonen an June 03(d) .02(d) 
Pacific Gas & Electric Consol. ........ Mar. 2.13 2.54 D16 
Public: Servic: Of ING. oc scececccteces June 1.98 1,93 
Public Serv. Corp. of N. J. Consol. .. June 1.23 2.36 
Southern California Edison June 2.02 2.30 
Stand. Gas & Elec. (pr. pfd.) Consol. Mar. 6.93 7.07 
Parent Co. Dec. 2.29 2.02 
United Gas Improvement Consol. ..... June 62 95 
Parent Co. June 56 89 
United Lt. & Power (pfd.) Consol. .. Dec. \ 8.78 
Parent Co. Dec. 
Gas Companies 
American Lt. & Traction Consol. .... June . : Sé ss es 
Brooklyn Union Gas June 8 2 1.25(d) 1.45(d) D14 
Columbia Gas & Electric Consol. ..... Mar. .08 an D74 
El Paso Natural Gas Consol. ......... June : i a ae oe 
Lone: Star’ Gas CORSGIS « o...00500%0% «0 June : ‘ 94(d) .97(d) D3 
Northern Natural Gas Consol. ........ Dec. ae oe o- 
Oklahoma Natural Gas June + .- 
Pacific Lighting Consol. ...........0.% June . ‘ ik “ 
Peoples Gas Light & Coke Consol. ... June : : 1.78 1.66 
Southern Natural Gas Consol. ........ Mar. ; : “ii es 
United Gas Corp. (1st pfd.) Consol. May 17. 4.80 16 
Parent Co. May 12. ee es 
Telephone and Telegraph Compantes 
American Tel. & Tel. Consol. ......... May 10.41 (e) 11.19 2.71 i 2 
Parent Co. June 9.74(e) 10.40 Dat ‘ D9 
General Telephone Consol. ........... June 2.42 3.04 74 : Dil 
Western Union Tel. May(c) 2.66 2.91 aa =e A? 
Systems outside United States 
Amer. & For. Pwr. (1st pfd.) Consol. Mar. 6.76 6.21 1.84 
Parent Co. Mar. 4.67 3.17 oF 


D—Deficit or decrease. 
(a) Before Federal taxes, “no estimate” of which is available for 1942. (b) Three months (twelve 
months’ statement not issued). (c) Five months. (d) Six months. (e) Based on 1941 tax rates. 
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If Bureaucrats Were Archangels 


HE recent book “If Men Were 

Angels,” by Federal District Judge 
Jerome Frank, well warrants perusal by 
anyone whose business it is to deal with 
the Securities and Exchange Commis- 
sion. 

This would automatically include a 
good many utility executives, lawyers, 
and other officials—not to mention state 
regulatory authorities and so forth. 

But be forewarned that Judge Frank’s 
book is by no means a “dissertation” 
upon the policy and functions of the 
SEC as an agency of the government. 
Those who would have such information 
from an authoritative source will just 
have to wait awhile. But the fact still re- 
mains that Judge Frank’s book is read- 
able to the last line, exciting, thought- 
provoking, and above all challenging to 
those who do not share his views. 

Indeed, even to those who do share his 
views, Judge Frank’s analysis of the 
work of the SEC might leave them with 
a rather vague impression that he is talk- 
ing about an SEC that was, rather than 
the one that is. But this in itself should 
not be so surprising in view of the rather 
continuous state of flux which has char- 
acterized that agency since the halcyon 
days of a fellow who was pretty well 
known at the time—one Joe Kennedy. 

To the SEC critic, it might seem that 
Judge Frank is trying to apologize for it 
or at least divert attention from it, by 
broadening the front of his discussion to 
include practically the whole gamut of 
administrative law. To the cynic—if 
there is any of his breed left in these con- 
troversial times—it might appear that 
Judge Frank is giving us a lecture on 
proper governmental philosophy and at- 
titudes concerning it, while using the 
SEC as a springboard for a starting 
point. 
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. &- real antagonist engaged by 
Judge Frank is none other than the 
forthright Dean Roscoe Pound, who 
has hurled such devastating thunderbolts 
against “ministerial absolutism” and gov- 
ernment commissions in general that the 
latter are still self-consciously on the 
defensive. 

But Judge Frank’s thesis is that in a 
civilization which is already complicated 
and specialized and becoming more so, 
administrative law—meaning law by 
government, specialized boards, and 
commissions —is inescapable. Further, 
he claims, upon strong argument, that 
administrative law is just as good or just 
as bad as judge-made law. 

In other words, the traditional ideal of 
blind justice operating in a sort of statu- 
tory vacuum and uncontaminated by 
human bias—government by law rather 
than men, as the saying goes—is obsolete 
in the modern era. We have to have man- 
made law, because modern items of con- 
troversy arise in such a constantly 
changing variation of policy and of fact 
that swift and intimate judgment is nec- 
— to keep abreast of the regulatory 
tide. 

Whether this judgment is exercised by 
men who bear the labels of “‘administra- 
tive officials,” or by judges who purport 
to be interpreting the “legislative intent, 
does not make much real difference in the 
eyes of Judge Frank (except that a 
legion of judges especially assigned to 
handle such administrative rush traffic 
would seem to be a cumbersome and 
wasteful alternative to the present set- 
up). 
If all men were angels, of course, 
the result would be admirable whether tt 
emanated from a court or a commission. 
Since men are not angels, however, we 
should not ascribe difficulties to the ad- 
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ministrative system which really ought to 
be charged against the human margin of 
error in black gown or otherwise. 


uT Judge Frank fails to dispose of 
Dean Pound’s basic charge that ad- 
ministrative law, so-called, is multiplying 
like rabbits in our field of government— 
that it has gotten beyond control or even 
accurate knowledge of the central re- 
sponsible government. There are literal- 
ly hundreds of Federal commissions, 
boards, and agencies which are now ex- 
ercising specialized power over the rights 
of individual citizens and corporations. 
If we were to include the state and local 
governments, they would run into the 


thousands. Very often there is no record 
of their procedure, rules, or even of their 
opinions—if indeed they take the trouble 
to enter formal opinions and orders. 

If the process continued, the average 
American would find himself helplessly 
hedged about by regulations of which he 
could not reasonably be expected to have 
the slightest knowledge. As for the pos- 
sibilities of conflicting regulations, over- 
lapping jurisdiction, and duplication of 
effort by this army of bureaucrats multi- 
plying at the present rate, it defies even 
the roughest sketching just as the details 
of a nightmare baffle the pencil of 
conscious memory. 

—F.X. W. 





St. Lawrence Lobbying Draws Fire 


EPRESENTATIVE Alfred F. Beiter, 
Democrat of New York, startled 
Congress last month with a speech in the 
House of Representatives on July 23rd 
roundly condemning the state power au- 
thority of his own commonwealth with 
improper lobbying activities on behalf of 
the St. Lawrence seaway-power project. 
The New York State Power Authority, 
consisting of five trustees, was set up by 
a legislative act of 1931 for the purpose 
of encouraging and assisting in the de- 
velopment of the international waters of 
the St. Lawrence for hydroelectric pur- 
poses. The authority was given power to 
foster and preserve the interests of the 
state of New York in that development. 
Representative Beiter said that there 
could be no reasonable objections to any 
legislative action taken by the power 
authority to present its views to Con- 
gress. But he questioned the propriety 
of the state power authority in trying to 
needle Congress into the adoption of the 
St. Lawrence scheme after it had been 
decided by congressional leaders and 
committees to defer action in view of the 
pressing need for critical materials that 
might have to be diverted, temporarily at 
least, from the war effort if the plan were 
enacted into law. He stated: 


One need but reflect for a moment upon a 


few of the more recent occurrences to dem- 
onstrate the wisdom of the course that has 
been taken. This house has just passed and 
sent to the Senate the largest tax bill in the 
history of any nation. A bill which will 
bring our annual tax burden to an amount in 
excess of one-third of the total of the an- 
nual income of the American people. 

In the same week that we passed this 
enormous tax bill we learned that the Mari- 
time Commission has canceled a contract 
for the building of 200 liberty ships because 
of the lack of steel. The people on the At- 
lantic seaboard are deprived of sufficient 
gasoline to carry on their normal civilian life 
and are confronted with a shortage of fuel 
for the coming winter because we cannot af- 
ford the steel to build pipe lines with which 
to allay the shortage. In this connection, let 
it be borne in mind that the St. Lawrence 
project will require 200,000 tons of steel, 
130,000 tons of which must be furnished by 
the United States. Let me remind you, also, 
in passing, that the WPB has frozen the sale 
of construction lumber due to drastic short- 
ages of that material. The St. Lawrence wa- 
terway will require 84,000,000 board feet of 
construction lumber, or the equivalent of 
84,000,000 feet of boards one foot wide and 
one inch thick. A vast amount of critical 
material. 

We all recognize the existence of a critical 
shortage of man power and the tremendous 
problem of the Manpower Commission in 
finding and allocating the men and women 
necessary to carry on production for the war 
and our essential civilian needs. Even now, 
crops are rotting in the field because of the 
lack of men and women to harvest them. 
The foregoing are but a few of the factors 
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which have brought a great majority of the 
members of this house to a recognition of 
the fact that the St. Lawrence waterway and 
power project must, at this time at least, be 
considered as a dead issue. 

But the minds of the trustees of the New 
York State Power Authority harbor no 
such thoughts. Those men envisage as a 
fruition of their efforts of ten years, the 
establishment of a vast publicly owned util- 
ity to be controlled and operated by them. 
In attempting to force its approval by Con- 
gress, they do the country a rash and rank 
disservice. I do not propose to detail the ac- 
tivities of the various members of the power 
authority in this connection, but rather point 
to one concrete, glaring example of the ex- 
tent to which they have abused the powers 
of their high offices to accomplish their 
selfish purposes. 


7. “glaring example” which Repre- 
sentative Beiter had in mind is the 
“Committee for the St. Lawrence 
Project,” under the chairmanship of 
Gerald V. Cruise, a member and execu- 
tive secretary of the New York State 
Power Authority. The New York Con- 
gressman said that this was a “paper or- 
ganization” and that it has been “flood- 
ing the country with propaganda urging 
the passage, not of legislation solely to 
approve the St. Lawrence waterway, but 
rather the omnibus rivers and harbors 
bill.” Representative Beiter quoted the 
following excerpt from a statement re- 
cently issued by this committee: 
If you are a member of a labor union, a 
consumer’s organization, or any other organ- 
ized group, urge upon your organization the 


importance of immediately adopting a reso- 
lution supporting HR 5993. Have your or- 


ganization write to the President advising 
him that such a resolution has been adopted. 
Have a similar letter sent to the members 
of Congress. It is important that action be 
taken without delay! 


He found that the Committee for the 
St. Lawrence Project had been directing 
its efforts chiefly at farm and labor 
groups. He concluded: 


Thus do we find that great governmental 
arm of the state of New York trying to have 
foisted upon the American people a bill, 
which no matter what merit may be claimed 
for it as a peace-time measure, is absolutely 
indefensible in time of war. And to these 
tactics do they resort for the purpose and 
with the hope of advancing their own pet 
measure. The New York State Power Au- 
thority has been financed by the taxpayers of 
the state of New York to the tune of sev- 
enty to eighty thousand dollars annually for 
the past ten years. A sum of $75 a day has 
been paid to each trustee for every day that 
he has conceivably functioned as a member 
of that authority. Little did the members of 
the New York legislature think that these 
servants of the people would engage in such 
questionable practices. 


Even conceding the propriety of the 
action of the New York State Power 
Authority in seeking to obtain approval 
for the establishment of a power plant 
on the St. Lawrence, Representative 
Beiter questioned whether it is within 
the proper function of the state board to 
“high-pressure this Congress into ap- 
proving the already discredited water- 
way feature of the project,” and, above 
all, attempting to arouse the people on 
behalf of the omnibus rivers and harbors 
bill as a whole. 





Civilian Defense Preparations Made 
By New York City Utilities 


OME what may in the way of enemy 
bombs, New York city’s gas, elec- 
tric, and telephone services are “ready 
for the worst,” according to a recent 
article in The New York Times. Utility 
officers hope, says the Times report, the 
public has been sufficiently educated by 
now to know what to do—and what not 
to do—about telephones, gas jets, and 
electric lights. 


Spokesmen for the Consolidated Edi- 
son Company and the New York Tele- 
phone Company told how they have 
trained their squads of expert “trouble 
shooters” to cope with any emergency 
that may arise, and also of how the com- 
panies have endeavored to acquaint the 
public with its duties in an air raid. 

So far as the public is concerned, the 
utilities have two “do’s” and one “don't.” 
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‘TM AFRAID THE WAR EFFORT IS MAKING OUR APPLIANCE INVENTORY 
A LITTLE STALE” 


Do keep lights dimmed out in accordance 
with Army regulations, and do shut off 
the control cock inlet of gas meters if 
bombs are dropping near by, the Edison 
Company urges. Don’t make telephone 
calls during raids, the telephone company 
insists. 

Both companies, through newspaper 
advertisements, literature enclosed with 
the monthly bills, and other forms of 
warning, have hammered home these 
points. The telephone company even has 
a 15-minute show, illustrated with slides, 
entitled “What about Air Raids?” that it 
has shown before “‘nearly every defense 
organization in the city.” 

Telephones should not be used, the 
telephone company has explained to 
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the owners of New York city’s 1,785,000 
phones, because the entire civilian de- 
fense organization will depend on tele- 
phones for warning, spotting, and dis- 
patching services in case of trouble. They 
should not be used “for some time after” 
the all-clear signal sounds, because the 
lines must be equally free then, in order 
that ambulances, rescue squads, and fire- 
men may be sent where needed. 

The telephone company, however, em- 
phasizes that, if your phone rings, you 
should answer it quickly and terminate 
the conversation as rapidly as possible. 

Little needed to be done in training 
telephone company “trouble shooters” 
for emergency work, because they al- 
ready are trained to work under all types 
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of circumstances, an official said. How- 
ever, the company does hope to get a sup- 
ply of steel helmets and gas masks. 

The Edison Company has been pre- 
paring its own employees for emergency 
duty by presenting a series of lecture- 
demonstrations and movies to the men 
and women in the system, on how to 
cope with incendiary materials. 


Fred Roeben of the process engineer. 
ing department, has been giving demon- 
strations with inflammable liquids and 
magnesium, and the “saboteur’s callin 
card”—chemically treated cardboard that 
bursts into flames when dry. The utility 
employees have been trained in using 
stirrup pumps, “snuffers,” and other con- 
trol devices. 





Post-war Fate of the Railroads 


\ \ 7 WILE the railroads of the country 

are doing their part in handling as- 
signments necessary to the war effort 
and are prepared for even larger tasks, 
concern is felt over the fate of rail trans- 
portation following the end of the war in 
the face of what he termed “the most in- 
tense competition the field of transporta- 
tion will experience in the post-war pe- 
riod,” President Fitzgerald Hall of the 
NC&StL Railway told 150 guests of the 
company’s board of directors at a recent 
dinner at Nashville, Tennessee. 

Hall insisted that there must be a 
change of attitude on the part of legisla- 
tive groups toward the rail lines, and 
suggested that railroads should be au- 
thorized to engage in all forms of trans- 
portation if they are to survive. In the 
course of his address he gave an interest- 
ing history of the NC&StL Railway, and 
its contribution to the development of the 
South. 

In his preliminary remarks as toast- 
master, Hall declared there is no problem 
in the South that does not relate itself 
directly or indirectly to the railroads. “So 
far,” he added, “we have been able to 
meet every demand, and we will be able 
to meet demands of the future in this 
great war effort.” He said, however, that 
the transportation machine now being de- 
veloped will be larger than the needs de- 
mand after the war, and questioned 
whether many of the lines, outside the 
larger ones, could withstand the intensive 
competition in the transportation field 
unless there was a changed attitude, par- 
ticularly in the matter of equality in tax- 
ation, 


He pointed to the vast develop- 
ment and expansion of air transporta- 
tion, both in passenger and freight, and 
the continued expansion of bus and truck 
lines, and even further development of 
inland waterways as post-war competing 
factors. 


OBERT S. Henry, former public rela- 
tions counsel of the NC&StL Rail- 
way, who is now assistant to the presi- 
dent of the Association of American 
Railroads, discussing “Railroads in 
War,” told of the manner in which men 
and materials are being moved—faster 
and further and in greater volume in 
this war than in World War I—and some 
of the transportation lessons which have 
been learned. These movements, he said, 
start from all over the United States and 
end with the burst of shells, “we hope,” 
on a second front. 

“While this is called a mechanized 
war,” Henry said, “as a matter of fact 
actual mechanized war began almost one 
hundred years ago, and the place where 
these principles were first worked out was 
on the NC&StL Railway,” on that stretch 
of line between Chattanooga and Atlanta, 
in 1861-65, in heavy troop movements. 

He said that railroads today were 
hauling twice as much freight and pas- 
sengers as three years ago, and move- 
ment of men and materials now is one 
and a half times as much as were han- 
dled during the peak of World War I. 
He said the railroads had put into serv- 
ice in the past three years 250,000 addi- 
tional freight cars, and more than 3,000 
locomotives. “The railroads will con- 
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tinue to furnish service which will take 
this country over the long, hard road to 
victory,” he declared. 

Robert Strickland, president of the 
Trust Company of Georgia, speaking on 
“The South’s Next Reconstruction Pe- 
riod,” said that the people of the South, 
with their great heritage of leadership, 
would be self-reliant in the pooling of 
economic resources and cultural wealth, 
and that they were capable of leadership 
in the problems of war as well as the 
plans for peace. 

He said the people of the South would 
bear whatever economic burdens might 
be placed upon them. “They will not 
quail at war, nor hesitate to lead in 
peace,” he declared. He referred to the 
stability of Nashville, and the cordial re- 
lations between the city and the Georgia 
capital in meeting the mutual problems 
of the present. In touching upon the 
historical background of the section, he 
said it was a heritage “not merely to be 
admired, but considered as a responsibil- 
ity to be carried into the future.” 


HANCELLOR O. C. Carmichael of 

Vanderbilt University, who spoke 
on “College and Business—Their Com- 
mon Interests,” was introduced by Toast- 
master Hall as a man “who combines in- 
tellectual achievement with common 
sense.” 

Referring to the “miracle of American 
development” in economic and industrial 
power, Chancellor Carmichael pointed 
out that “within the past four decades” 
this nation had come from “way down 


the list” to the top in such development, 
and that during that period its educa- 
tional development had rivaled the 
progress made in economics and in- 
dustry. 

He pointed to the fact that within the 
past four decades the aggregate endow- 
ment of educational institutions had 
jumped from $170,000,000 in 1900, to 
$1,650,000,000 in 1940, that enrollment 
in the higher institutions of learning 
during the same period had increased 
from 200,000 to more than 1,350,000. 

“These two great developments,” he 
continued, “stem from the same philoso- 
phy, just as the whole scheme of private 
enterprise is based upon the same prin- 
ciples of freedom. Education and busi- 
ness have a common interest in the de- 
velopment and maintenance of these 
ideals.” 

In developing the relationship be- 
tween the colleges and business, Chan- 
cellor Carmichael said that the colleges 
and universities were feeding back into 
business and industry men of larger vi- 
sion, keener business insight, and capable 
of handling the problems of the day with 
intelligence and foresight, while busi- 
ness leaders have been contributing 
largely to endowments of colleges and 
universities. 

He saw in the post-war period still fur- 
ther services by colleges and universities 
in developing new courses to meet the in- 
creasing responsibilities, and a further 
expansion for business and industry, 
with a closer cooperation between the 
colleges and the business leaders. 





Sour Gas Threatens Oil Production 


OUR gas, which has been a boon to 

Arkansas industrially after being 
converted into sweet gas, now may be 
threatening trouble in the state’s largest 
oil field, Magnolia, of Columbia county, 
Arkansas, it was said in a statement re- 
cently released by the Arkansas Oil and 
Gas Commission. Operators in the Mag- 
nolia field reported about forty instances 
where sour gas associated with the oil or 
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electrolysis had corroded and eaten away 
the pipe in the wells, and in several cases 
caused near blowouts. The Magnolia oil 
field, which still contains 160,000,000 
barrels of crude oil underlying 200,000,- 
000,000 cubic feet of hydrogen sulphide- 
bearing gases, would be in danger of ruin 
if any one of its 115 wells should get out 
of control. The reservoir pressure is in 
excess of 3,000 pounds per square inch 


AUG. 27, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


even after four years of continuous pro- 
duction, the statement said. The state- 
ment continued : 


The Magnolia field is now producing an 
allowable of approximately 18,000 barrels of 
oil daily, together with 16,000,000 feet of 
sour gas, which lifts the oil to the surface. 
The oil moves to the eastern seaboard 
through oil pipe lines and also to refineries 
in Arkansas and Louisiana, where it is con- 
verted into products. None of the gas in this 
field is wasted, all of it being processed for 
its natural gasoline content in the Shell Oil 
Company’s gasoline plant, where some 60,- 
000 gallons of natural gasoline and butane is 
manufactured daily, and then desulphurized. 

The desulphurization process takes place 
in the plant of the Lion Oil Refining Com- 
pany located in the center of the Magnolia 

eld. 

Tnis desulphurization plant of the Lion 
Oil Refining Company is the only one 
of its type in the world, having been built by 
the Girbotol Corporation for the Lion Com- 
pany after much experimentation. The gas 
enters the plant containing 1,800 grains of 


hydrogen sulphide per 100 cubic feet and 
leaves the plant with less than one grain per 
100 cubic feet. The hydrogen sulphide re. 
moved is converted into commercial sulphur 
by the Southern Acid & Sulphur Company 
of Little Rock and Memphis. The sweet gas 
after leaving the Lion plant is piped to the 
Schuler field, where some of it is reinjected 
in a repressuring project, the rest going to 
supply refineries and pumping units in the 
various stripper fields of southern Arkansas, 


T HE first remedial measure which has 
been taken to prevent the blowing 
out of any wells having faulty pipe 
caused by the action of the sulphuric 
acid, a derivative of hydrogen sulphide, 
is simple and was first started by Grady 
H. Vaughn. The wells, the majority of 
which are some 7,500 feet below the sur- 
face, are simply having the space be- 
tween the tubing and the casing filled 
with mud which weighs about 10 pounds 
per gallon. 





Senator McKellar Talks about TVA 


gai Kenneth D. McKellar, in a 
campaign address at Knoxville, Ten- 
nessee, on August 2nd, said he had been 
informed Comptroller Lindsay Warren 
is now having TVA accounts examined. 
The Senator commented : 


We hope notwithstanding Chairman 
David E. Lilienthal’s campaign to prevent 
his accounts being examined they will ulti- 
mately be examined. This attitude (of his) 
alone is sufficient reason for having his ac- 
counts examined. 

However, last fall he slipped up to Wash- 
ington and without asking the Senators or 
Congressmen from Tennessee, he went to 
Congressman May, of Kentucky, who had 
fought the TVA and got him to pass in the 
House an equivocal law stating that while 
the General Accounting Office may examine 
the TVA accounts, Lilienthal only has the 
right to overrule and disregard any findings 
of the General Accounting Office... 

This is a power the President himself does 
not have. 

The proviso of the act nullifies its efficacy. 
I made a speech in the Senate about this law, 
passed November 21, 1941. Not a soul in the 
Senate had ever heard of it before and I had 
not heard of it until long after it was slipped 
through. 


Tennessee and the Tennessee basin, in- 
AUG. 27, 1942 


cluding Alabama, Mississippi, and Ken- 
tucky, have received $667,969,270 since 
Roosevelt became President, McKellar 
pointed out, and in addition about $150,- 
000,000 had already been expended on 
the Wilson dam at Muscle Shoals—at 
least $800,000,000—of which, he said, 
Knoxville was the greatest beneficiary. 
He stated: 


With this enormous investment, I doubt 
the wisdom of turning the entire properties 
over to this one man, Mr. Lilienthal, to be 
operated, managed, and controlled by him 
without any power left in the government to 
supervise the properties or examine the ac- 
counts. 

In some remarkable way, by some hook or 
crook ... TVA accounts have never yet 
been examined into and reported on by the 
General Accounting Office as have such other 
proposals established by the government. 
Ten years of vast expenditures and no ex- 
amination .. . what business house in Ten- 
nessee, or any other state would employ a 
manager or treasurer and never have his 
accounts checked? What bank can operate 
in Tennessee, or any other state, without 
having its accounts examined by the banking 
examiner ? 


Senator McKellar declared “every 
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other department, every other bureau, 
and even the President in the han- 
dling of funds is examined by the proper 
authorities.” 

“Why should Lilienthal be exempted ?” 
he demanded. “He said it would hamper 
his business and the production of 
aluminum. Mr. Ickes (Secretary of the 
Interior) says it does not hamper his 
production of aluminum in Washington, 
Oregon, Colorado, and California.” 

The Senator produced a letter, signed 
by members of the Senate Appropria- 
tions Committee, in which they said “but 
for you the dams along the Tennessee 
river and its tributaries would never have 
been built .. . None of these dams, ex- 
cept Douglas MacArthur, had the ap- 
proval of the Tennessee Valley Author- 
ity, and . . . the members of the author- 
ity not only disapproved all of them, ex- 
cept Douglas MacArthur, but came to 
Washington and lobbied with us not to 
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appropriate the money with which to 
build them.” 

Senator McKellar stressed the fact 
that he had not opposed construction of 
Douglas MacArthur dam, but had fought 
the selection of its location because it de- 
stroyed some of the richest farm land in 
the state. He continued: 


That was before Pearl Harbor. Immedi- 
ately afterwards, the President sent me a 
note saying immediate construction of the 
dam was imperative and asked my support. 
The vote was a tie and I cast the deciding 
vote for the dam. 


Building up of TVA, McKellar called 
“the greatest job of my life.” He has 
served in the House and in the Senate 
for thirty-one years. It was his amend- 
ment to the Army reorganization bill in 
the House in 1916, he said, which led 
ultimately to construction of Wilson dam 
at Muscle Shoals, cornerstone of the 
TVA system. 
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Utility Transfer Urged 


RESIDENT Roosevelt recommended in a 

memorandum to Secretary of Interior Har- 
old Ickes recently that the Puget Sound Power 
& Light Company of Seattle, Washington, 
should be transferred to a public agency for 
furtherance of the war effort. 

Dr. Paul J. Raver, administrator of the 
Bonneville and Grand Coulee dam authorities, 
quoted Mr. Roosevelt in testimony at a Securi- 
ties and Exchange Commission hearing early 
this month on the extension of the “death sen- 
tence” order of the SEC for the Engineers 
Public Service Company, parent of Puget. 

Dr. Raver said that the public ownership 
movement was growing and he thought its 
extension to Puget was inevitable. He said 
that people think that public ownership is 
more economical and that the duplication of 
service in the Seattle area should be elimi- 
nated to free power plants’ trained personnel 
and executives to the prosecution of the war 
program. 

His testimony, in the form of a report he 
had presented to the public utility commis- 
sion of Washington, concerned his negotia- 
tion with Ralph Barnes, president of Engi- 
neers, on acquisition of Puget by a Federal 
agency. Barnes objected to the price negoti- 
ations because he wanted “cash on the barrel- 
head,” Dr. Raver said. 

Barnes’ counsel asked Raver if he had shown 
the memorandum to Barnes, or had told him 
about it. Raver said that he might have men- 
tioned it informally but he could not recall. 
Under cross examination Raver was asked if 
the reason he had not told Barnes was that 
the last sentence of the letter referred to a 
presidential request that the SEC “push the 
matter of Puget to a close.” 

Raver said that he did not recall an SEC 
hearing on Puget was pending. Counsel asked 
if Raver knew that three days after the letter 
was written, on July 17, 1941, that the com- 
mission ordered the case opened. Raver ex- 
plained that he did not know of the “mys- 
terious event” in Washington and discussed 
expediting the matter with no one in the De- 
partment of Interior. 


Midwest Power Pool 


eee: R. K. Lane of the Public Service 
Company said recently that the facilities 
of eleven power companies in the Midwest 
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had been linked to form a pool with a capacity 
of 3,000,000 kilowatt hours of current. . 

“The arrangement,” Lane said, “means that 
we will be able to supply the major power re- 
quirements of war industries and at the same 
time supply our own civilian and industrial 
customers.” 

Eventually, Lane said, eleven additional 
companies may join the pool, connecting lines 
from New Orleans to Omaha. Companies now 
in the pool are the Public Service Company 
of Oklahoma, Southwestern Light & Power 
Company, Oklahoma Gas & Electric Com- 
pany, Kansas Gas & Electric Company, Ne- 
braska Power Company, Texas Power & 
Light Company, Southwestern Gas & Electric 
Company, Arkansas Power & Light Company, 
Louisiana Gas & Electric Company, Missis- 
sippi Power & Light Company, and New Or- 
leans Public Service Company. 


WPB Reserves Busses 


A” new passenger busses not yet sold by 
manufacturers were frozen by the War 
Production Board early this month and placed 
under control of the Officé of Defense Trans- 
portation for assignment to areas where 
transit emergencies develop. 

The action, announced by ODT Director 
Joseph B. Eastman, placed at his disposal a 
fleet of several thousand new busses. They 
will be sold only as directed by ODT, and 
only if the transit company receiving them 
agrees to transfer them to another city in case 
worse needs develop in the latter place. 

In addition, a transit company buying a city 
bus must agree to operate it not more than 
2,000 miles a month, and a utility purchasing 
an intercity bus must agree not to run it more 
than 4,000 miles a month. 


War Bonds for Public 
Ownership? 


ype invested by patriotic buyers of war 
savings bonds and stamps will be used 
by the Federal government for socialization of 
the private power industry in the Northwest, 
Z. E. Merrill, president of the Mountain 
States Power Company, charged last month 
in assailing the Bone bill pending in Congress. 

In a special report to stockholders of the 
concern, Mr. Merrill asserted that this “so- 
cialization” process would provide no addi- 
tional kilowatts of electric power for the war 
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and would build no additional tanks, guns, or 
airplanes. 

“The money,” he declared, “would be used 
not to aid the war in the slightest degree, but 
only to change the ownership of the utility 
property acquired.” ‘ ; 

Mountain States Power, which operates in 
117 communities in Oregon, Washington, 
Idaho, Montana, South Dakota, and Wyom- 
ing, is a unit in the Standard Gas & Electric 


ystem. 

The Bone bill (Senate 2,430 and House 
6,90) proposes to amend the Bonneville Act 
and to confer broad powers upon a Columbia 
Power Administration under the leadership 
of Secretary of the Interior Harold L. Ickes. 


WPB Halts REA Projects 


HE Rural Electrification Administration’s 
Tae program came to a full stop 
on August 13th with a War Production Board 
order halting all building of power and light 
projects unless specifically authorized by the 
WPB. 

The armed services’ growing need for cop- 
per and steel was given as the reason for the 
order. 
The REA has 15 partly completed projects 
in farm areas which are immediately affected. 


Projects of private utility firms already were 
virtually at a standstill because of earlier re- 
strictions on the use of critical or strategic ma- 
terials in the construction of plants and power 
lines. However, construction may go ahead on 
new projects if they are specifically authorized 
by WPB as being essential to the war program 
or civilian requirements. None of the REA 
projects was included in this group. 


Public Projects Rushed 


M™= than a million kilowatts of hydro 
power will be added to the nation’s war 
supply by July, 1944, at five Bureau of Recla- 
mation multipurpose irrigation projects in the 
West, Secretary of the Interior Harold L. 
Ickes announced on August 11th. 

Higher priorities recently granted by the 
War Production Board for Reclamation dams, 
power houses, and generating equipment insure 
this large installation of war power, Secretary 
Ickes was advised by H. W. Bashore, acting 
commissioner of the Bureau of Reclamation. 

High ratings of AA3 were allotted to instal- 
lations at Parker dam and Grand Coulee. 
Other ratings of AA4 were assigned to the 
Colorado-Big Thompson project, Shasta and 
Keswick dams in the Central Valley, and other 
Grand Coulee and Boulder dam installations. 


Alabama 


Rate Reduction Predicted 


|b one E. Lilienthal, chairman of the Ten- 
nessee Valley Authority, forecast a sub- 
stantial reduction in electric power rates after 
the war in an address at Decatur, Alabama, last 
month before north Alabama community 
leaders. 

_The TVA member, speaking at a gather- 
ing sponsored by the Decatur Chamber of 
Commerce, pointed to the high returns on in- 
vestment by the municipalities operating their 
own power systems and said: 

“Conservative calculations indicate that 
after the war there can be average reductions 
in rates of about 25 per cent for the almost 
500,000 homes, places of business, and the 
small industrial establishments that mean so 
much to our region and our communities.” 

_ Lilienthal added that this 25 per cent reduc- 
tion “will be only a beginning. For the margin 
between the rates for resale and the communi- 
ties’ costs of distributing the power has proved 
So generous that we can continue to look for- 
ward to decreasing rates.” 

_The amount of rate reduction in the va- 
Tlous communities, he said, will depend some- 
what on local conditions. He listed the rate of 
return at Decatur last year as 23 per cent of 
the city’s investment. At Florence, Alabama, 
the rate was listed as 36 per cent. 
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The TVA director suggested that surplus 
funds be used for debt retirement until the 
war is over. 


Soldiers Take over Busses 


pier of a bus and taxi strike that had 
crippled public transportation in three 
north Alabama industrial cities was an- 
nounced on August 3rd. The Army took over 
operation of a strike-bound commuter bus 
line to the Huntsville Chemical Warfare Ar- 
senal and the Redstone Ordnance plant at 
Huntsville on July 29th after a walkout of 
AFL drivers and mechanics. An Army 
spokesman at that time said five busses were 
in operation, solely for the transportation of 
workers to the two plants. There was no 
picketing or opposition to the soldier drivers 
on the part of the strikers, the spokesman said. 

L. B. Lyles, president of the strike-bound 
Crescent Motors, Inc., and Crescent Stages, 
Inc., had offered all his rolling stock to the 
Army in a series of telephone calls on July 
29th. 

Public transportation at Huntsville, Annis- 
ton, and Gadsden, commuter service to war 
plants at the three towns, and on eight inter- 
city bus lines was halted by the strike of ap- 
proximately 350 members of the AFL Amal- 
gamated Association of Street Railway and 
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Motor Coach Employees of America. The 
strike started at midnight July 27th and Mr. 
Lyles said at Anniston that union demands in- 
cluded a wage increase of 334 per cent for 
drivers and 50 per cent for mechanics. 

Federal Conciliator Olin T. Flournoy went 
to Anniston on July 30th to mediate the wage 
dispute. 

The strike subsequently spread into city 
busses and taxicab service in the three cities. 


Utility Program Opposed 


HE Bessemer city council is “unalterably 
opposed to a liquidation of the Birming- 
ham Electric Company by a distribution of its 
common stock among the stockholders of Na- 
tional Power & Light Company, which course 


of action the president of the National Power 
& Light Company has threatened to pursue.” 
according to a resolution adopted at a meeting 
early this month. 
The resolution pointed out that the Securi- 
ties and Exchange Commission had ordered 
National Power & Light Company to liquidate 
its holdings, among which is the Birmingham 
Electric Company, and stated that the city 
council is of the opinion that the best interests 
of the public of Jefferson county and the con- 
sumers of electric power would be benefited 
by public operation and ownership of proper- 
ties of the Birmingham Electric Company. 
The resolution did not explain Bessemer’s 
particular interest in the matter in view of the 
fact that it has its own municipal plant and is 
not served by the Birmingham Company. 


Arizona 


Enters Commission Race 


geet E. Miller, Phoenix pharmacist, on 
August Ist announced his candidacy for 
the Democratic nomination for membership 
on the Arizona Corporation Commission at 
the September 8th primary. 

He said he was running on a slogan of “An 
abundance of cheap gas and electricity for 
every home, business, and industry in Ari- 
zona.” 

“Cheap electricity in competition with our 
neighboring states,” he said, “is the only way 
to build Arizona. We have electricity in Ari- 


zona, we need a sympathetic corporation com- 
mission.” 

Miller attacked utility rates and the rate- 
making valuations fixed on the property of 
utility concerns. 

He also charged that the public utilities 
had made “excessive and unreasonable profits” 
in their businesses. 

A native of West Virginia, Miller came to 
Arizona in 1926. For a number of years he 
owned and operated a drug store in Gila Bend, 
where he was active in civic affairs. He was 
a charter member of the Boulder Dam Power 
Transmission Association. 


Arkansas 


Gets New Priority Rating 


HE War Production Board has granted 

an improved preference rating for the 
$3,000,000 electric generating station being 
constructed near Stamps by the Arkansas 
Power & Light Company, C. S. Lynch, execu- 
tive vice president, said recently. 

The original rating was A-2, but through 
an amendment, this rating has been increased 
to AA-4, which places it high on the list of 
priorities, Mr. Lynch said. 

“Work is progressing as rapidly as possi- 
ble,” Mr. Lynch said. “Excavation is com- 
pleted on the road that will lead into the plant 
from Highway 82. Excavation is progressing 
on the railroad spur, and on the plant site. 
Erection of the warehouse and other build- 
ings necessary for housing construction ma- 
terials will start as soon as the ground has been 
leveled. Construction of the foundation will 
also start then.” 

The Stamps plant will have a capacity of 
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30,000 kilowatts per hour, and could produce 
262,800,000 kilowatt hours per year if oper- 
ated continuously. 


FPC Orders Inquiry 


FULL inquiry was ordered by the Federal 
A Power Commission on July 30th “so that 
appropriate steps may be taken to transmit 
evidence to the Attorney General of the United 
States for the prosecution of Arkansas Power 
& Light Company and such of its officers and 
employees as may be responsible for attempt- 
ing to destroy books and records.” 

The commission said its July 30th order 
followed a report by George T. Cross, an FPC 
staff member, that on July 22nd he was in 
the company’s offices in Pine Bluff, Arkansas, 
and noted that a large wastebasket was being 
filled with documents, correspondence, and 
other papers from the files of O. C. Shores, 
an executive assistant of the Arkansas Power 
& Light Company. 
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Commissioner Sworn In 


HE state utilities commission attained full 
membership strength when Floyd Sharp, 
Little Rock, was sworn in as the third com- 
missioner early this month. Mr. Sharp, a 
lawyer, left the post of state administrator 
of the Work Projects Administration to ac- 


cept Governor Adkins’ appointment to the $5,- 
per year job. The appointment was an- 
nounced last month. 

Mr. Sharp succeeded Ben E. Carter, Tex- 
arkana, chairman, as a member of the com- 
mission. Mr. Carter resigned to become a 
candidate for one of the state supreme court 
posts. 


California 


“Luxury” Cab Rides Banned 


os passenger loads in areas not 
served by other means of mass trans- 
portation and elimination of “luxury” services 
were prescribed recently for taxi services by 
Harry Camp, regional director of the OPA 
at San Francisco, to conserve rubber. 

“Luxury” services were interpreted under 
the ruling to include cabs operating in sections 
where busses and street cars are available, or 
cabs handling single fares. Sight-seeing trips, 
transportation to amusement places, such as 
race tracks and ball parks, were said to be 
under the ban. 

J. A. Baldi, vice president of the Yellow 
Cab Company, said services already had been 
reduced to a point where trips beyond Berke- 
ley, Alameda, and Oakland in the East Bay, 
and beyond Mills field or Sausalito already 
had been eliminated. He said 75 San Fran- 
cisco cabs and 25 Oakland cabs were down 
to their “rims.” Passengers at depots have 
been asked to double up, he added. 


To Build New Hydroelectric 
Plant 


Pacific Gas and Electric Company last 
month announced plans to proceed with 
construction of a huge new hydroelectric plant 
on the Pit river in Shasta county after with- 
drawing a court action against the Federal 
Power Commission. 

The project, estimated to cost $26,000,000 
and one of the largest in the PG&E system, 
will generate 80,000 kilowatts of power and 


will supply power to industries in northern 
California. 

Application of the firm previously had been 
refused by the FPC on the grounds that the 
project would encroach on Federal property 
in Shasta county and might interfere with 
navigability of the Sacramento river. 

On July 17th, however, the FPC granted a 
license for the project because of the press- 
ing need for more power facilities to supply 
California war plants and on July 28th the 
PG&E withdrew its appeal to the U. S. Circuit 
Court of Appeals, in San Francisco, which had 
protested the original FPC action. 


Transportation Problem Critical 


page gg California’s transportation prob- 
lem is the most critical in America, Ray 
L. Riley, state railroad commissioner and 
transportation codrdinator for the Los Angeles 
area, said recently at a meeting of city co- 
Ordinators of the region. 

Population of Los Angeles county now is 
3,000,000, has increased 30,000 since last Janu- 
ary Ist, and still is growing, he said. Popula- 
tion of Los Angeles city has jumped from 1,- 
504,277 in 1940 to 1,794,315, based on current 
conservative government statistics. 

“The population,” Riley said, “is concen- 
trating in an area with a transportation system 
designed for 1,000,000 people, at a time when 
the rubber shortage is constricting the avail- 
ability of private automobiles. These popula- 
tion increases, in other times cause for pride, 
now cause anxiety. Unless we can meet our 
transportation problem, the economic life of 
this community will be disrupted.” 


Illinois 


Fare Hearings Suspended 


HE state commerce commission last month 
A granted a motion by the Chicago Surface 
Lines to suspend hearings from August Ist 
to September 14th on the company’s applica- 
tion for a permanent street car fare of 8 cents. 
Attorneys Charles Aaron, Jacob Grossman, 
and William Wilson for the company said 
they had been working on the case steadily 


317 


for more than a year and that they needed a 
few weeks to catch up on other work. The 
commission on April 20th granted a temporary 
increase in the car fare from 7 to 8 cents and 
is holding hearings to fix the permanent rate. 

No action was taken on the Federal Office 
of Price Administration’s petition to intervene 
in the street car fare case to seek a reduction 
to the 7-cent rate. 

Over vehement protests by transit lines’ at- 
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torneys, further hearings before the state com- 
mission on ‘Chicago’s $179,000,000 traction 
merger plan were postponed to September 15th. 
The ruling was made by Commission Ex- 
aminer Leslie E. Salter on July 3lst after 
most of the all-day opening hearing had been 
spent in a bickering session among transit at- 
torneys, Salter, and William R. Morgan, as- 
sistant to Attorney General George F. Barrett. 
When Salter announced the postponement 
of hearings, he asserted that the traction law- 
yers had shown no sign they were ready to 
submit their evidence in a proper manner. 
The Chicago Motor Coach Company on 
August 6th agreed to deposit $482,000 to the 
credit of the Chicago Rapid Transit Company 
pending final settlement in the courts of the 
division of 10-cent fares on rides between the 
bus and “L” systems. The coach company is 
asking Judge Charles A. Williams of superior 
court to suspend an order of the state com- 
merce commission giving 6 cents to the “L” 


and 4 cents to the coach system. On the 64 
basis, the bus company owes the $482,000 to 
the “L.” The transfer rides have been in effect 
since January 19, 1936. 


Ask Cut in Light Rates 


Ts state commerce commission on July 
28th took under advisement a petition by 
Attorney Bernard Epstein, representing a 
group of rooming house owners, for a change 
in electric rates which he estimated would cut 
the owners’ bills by one-third. Epstein said 
5,000 landlords would be affected by the pro- 
posed change. He asked that rooming houses 
be charged on the basis of “residential” 
schedules instead of “commercial” schedules, 
as at present. 

The petition was opposed by attorneys for 
the Commonwealth Edison Company, who 
argued the basis used in Chicago is the same 
as for other large cities. 


Indiana 


Use of Power Fund OK’d 


HE Richmond city council will vote 
$325,000 in municipal light plant earnings 
to be used for civil city tax reductions in 
1943, Harry Homan, council president, said 
recently. The decision to set aside this sum 
was reached in a discussion on July 27th by 
council members, city officials, and plant 
representatives. 
Mayor John R. Britten had requested ap- 


propriation of $380,000, which would have 
left taxpayers free of city levies in 1943. The 
council last year appropriated $275,000 from 
light plant earnings to apply on city expenses 
during the current year. 

City Controller Winfield Urban told men- 
bers of the council that the use of $325,000 
from light plant earnings next year would 
necessitate a levy of 154 cents to provide the 
difference between the budget total and the 
plant’s contribution. 


Kansas 


Water System Purchase Rejected 


bd eepage voters on August 4th rejected, 
by a vote of almost 2 to 1, a proposal 
calling for the issuance by the city of $6,127,- 
000 in bonds for the purchase of the privately 


owned water system, it was recently announced. 
Returns from 82 of the city’s 89 precincts 
showed 4,164 voters for the proposition and 
7,134 against it. 
The water system is owned and operated 
by the Wichita Water Company. 


Maine 


Utility Withdraws Rate Increase 


gree Administrator Leon Henderson on 
August 9th telegraphed his appreciation 
of the withdrawal by the Bangor Hydro-Elec- 
tric Company, Bangor, of an application filed 
with the state public utilities commission re- 
questing an increase in secondary power rates. 

On June 27th Mr. Henderson asked per- 
mission of the Maine commission to intervene 
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in opposition to the proposal. The intervening 
petition declared, among other things, that 
the effect of an increase in secondary power 
rates would be to raise the annual operating 
costs and expenses of certain manufacturers 
of pulp and paper—two products that are sub- 
ject to OPA price ceilings. The Bangor Com- 
pany withdrew its application on August 6th. 

The text of Henderson’s telegram follows: 

“Please accept the appreciation of this office 
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for your action in withdrawing your petition 
for an electric rate increase filed with the 
Maine Public Utilities Commission. By taking 
this step your company has cooperated effec- 


tively with the war-time program of the na- 
tional government in its fight against inflation 
and its efforts to stabilize commodity prices 
and the cost of living.” 


Massachusetts 


Economist Opposes Merger 


New York economist recently declared 
A that a proposed $34,000,000 merger of 
four western Massachusetts power companies 
would produce capital inflation in the new 
corporation. 

Dr. John Bauer, testifying at a Federal 
Power Commission hearing for the city of 
Springfield, which opposes consolidation, as- 
sted that overcapitalization was threatened 
because steam plants of the companies were 
obsolete. 

He said 


that the companies—Western 


Massachusetts Electric, Turners Falls Power 
& Electric, United Electric, and Pittsfield 
Electric—already were purchasing power from 
a modern Hartford, Connecticut, plant at 
rates below their production costs. 

Should the merger be allowed, he said, the 
commission should examine the capital struc- 
tures of the concerns. He said it would be 
difficult under the proposed set-up to de- 
termine whether customer rates were equitable. 
The merger, he said, would be detrimental 
to Springfield, which is served by United Elec- 
tric, and the whole western Massachusetts 
area. 


Mississipp1 


Refuses Move of Suit 


HANCELLOR V. J. Stricker last month re- 

fused to remove to Federal District 
Court an injunction application by the Missis- 
sippi Power & Light Company against agents 
of the Federal Power Commission. 


Ruling on the latest move in complicated 
litigation arising from the FPC attempt to 
examine books and question employees of the 
power company, he said he would have “no 
objection” if the Federal District Court chose 
to asssume jurisdiction on its own initia- 
tive. 


Missouri 


Governor Appoints 
Commissioner 


froRMER Circuit Judge Charles L. Henson 
of Springfield, Democrat, was appointed 
on August 3rd by Governor Forrest C. Don- 
nell as a member of the state public service 
commission. 

Judge Henson was chief counsel of the 
state insurance department, a post he had 
held since 1937. 

Henson succeeded J. D. James of Joplin, 
Democrat, who resigned effective August Ist 
to enter service as a lieutenant commander 
in the United States Naval Reserve. Henson’s 
appointment was for the remainder of James’ 
original 6-year term, expiring April 15, 1945. 


Reorganization Hearings 
Postponed 


Henss on the proposed reorganization 
of the Laclede Gas Light Company of 
St. Louis, which were scheduled to begin July 
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29th in St. Louis before the state public serv- 
ice commission, have been postponed until 
September 9th, Chairman Frederick Stueck 
announced recently. 

The postponement was ordered after Lac- 
lede Gas officers notified the commission they 
had not completed drawing up copies of the 
contract covering proposed sale of property 
of the Laclede Power & Light Company to 
Union -Electric Company of Missouri, which 
is a part of the reorganization plan, and had 
not determined whether a new company would 
be formed to replace Laclede Gas in the re- 
organization. 

Failure of Laclede Gas. to file the sale con- 
tract and other essential documents, in con- 
nection with the reorganization plan, was the 
basis of a motion filed last month by the com- 
mission’s own counsel, urging dismissal of the 
reorganization case for noncompliance with 
commission rules governing petitions in such 
cases. 

The Laclede Gas Light Company indi- 
— it would take steps to comply with the 
rules. 


AUG, 27, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


New 


Customers Read Own Meters 


HE Rockland Light & Power Company 

hopes to save 60,000 miles of wear on the 
tires of its meter readers’ cars and a pro- 
portionate amount of gasoline annually by 
having its commercial and residential custom- 
ers read their own meters two out of every 
three months, officials of the company an- 
nounced on July 30th. 

The company serves about 50,000 custom- 
ers in Rockland and Orange counties and a 
part of Sullivan county, in New York state; 
Pike county, in Pennsylvania, and the northern 
part of Bergen county, in New Jersey. If the 
new plan, which also provides for assignment 
of agents to relatively small districts, is suc- 
cessful, the company’s meter readers will have 
to cover only 15,000 miles each year instead 
of their usual 75,000. 


York 


The plan, which has been designated as , 
automobile-conservation plan by the state pub, 
lic service commission, would be extende 
throughout the company’s territory by th 
middle of August. 


Bill on Postcards 


T HE state public service commission oy 
August 11th granted permission to Ney 
York gas and electric companies to use post 
cards tor billing purposes to save costs an 
conserve materials. 

The commission ruled companies using this 
method must furnish customers with a card 
giving rates and the classification under whic 
the customer is served. Users also must be noti 
fied by card of a change in rates. 

Most companies now send bills in sealed 
envelopes. 


ap 
Ohio 


Seeks to Prevent Gas Shortage 


ie order to avert a gas shortage next win- 
ter in that part of central Ohio served by 
Ohio Fuel Gas Company, the War Produc- 
tion Board has ordered Panhandle Eastern 
Pipe Line Company and Ohio Fuel to estab- 
lish an interconnection that will permit the 
delivery of gas from Panhandle to the Ohio 
territory. 

The lines of the two companies join at the 
Indiana-Ohio line between Muncie, Indiana, 
and Dayton, Ohio, and an interconnection can 
be made by opening a cut-off valve. 

There is no gas shortage now in the area 
served by the Ohio Company but a shortage 
is expected next winter unless steps are taken 
to prevent it. 

In addition to this action, J. A. Krug, ex- 
chief of the WPB Power Branch, wrote to the 
presidents of both gas companies requesting 
them to make arrangements for another inter- 
connection between the two systems in the 
vicinity of Toledo. Such a connection can be 
made, Krug said, by the construction of ap- 
proximately fourteen miles of line. 


Utilities Director Dies 


Yitt1AM D. Young, Cleveland utilities di- 
rector, died on August 6th of a heart 
ailment at the age of fifty-one. He took a 
major rdle in the recent purchase by the city 
of the Cleveland Railway Company. 

Mr. Young was appointed utilities director 
about eight months ago by Mayor Frank J. 
Lausche. Previously he had been chief deputy 
to County Engineer John O. McWilliams for 
several years and earlier had been employed 
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as an engineer in large construction projects 

He was former president of the Cleveland 
Professional Engineering Society and served 
overseas in the first World War. 

The opinion was recently expressed that 
William C. Reed, city properties director and 
former councilman, would be asked by Mayo 
Lausche to accept appointment as utilities di- 
rector. 


Union Seeks Transit Pact 


HE American Federation of Labor union 
representing employees of the Cleveland 
transit system on August 11th opened its drive 
to become the first labor organization ever to 
obtain from the city government a signed con- 
tract governing wages and working conditions. 
The union submitted to Walter J. McCarter, 
general manager of CTS, a proposed contract 
calling for a substantially larger wage increase 
than the one of 10 cents an hour which was 
voted for transit workers by the city council on 
July 10th, and for a reduction in the length of 
time over which motormen, conductors, and 
bus drivers may be required to spread their 
working hours. 

Union members voted several weeks ago to 
predicate their demands to a considerable ex- 
tent on a recent decision by a board of arbitra- 
tion which raised the pay of operators on the 
Detroit municipal transit system by 18 cents an 
hour for one-man operations, and 13 cents for 
two-man. It was believed that the Cleveland 
transit union would ask for a flat increase that 
would include the 10-cent raise already grante 
by the council, and add enough more to bring 
the hourly rate about midway between the two 
rates in Detroit. 
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Pennsylvania 


Fare Rise Delayed 


ne state public utility commission on 
pple 4th gave the Philadelphia Trans- 
portation Company until August 25th to file 
Mriefs in the traction company’s demand for a 
fore increase. 
“After the briefs are filed,” said John Sig- 
dns, Jr, PUC chairman, “the commission 
yill state its findings in an order nisi. The 
company then will be given an opportunity, 
gould it so desire, to present oral argument 
tefore the commission on exceptions which 
itmay take to the order nist.” 

The order nisi, it was explained, would 


rise by the October 15th deadline. Technically, 
the order nist will meet the deadline, but fur- 
ther consideration will be possible after that 
date. Had the commission failed to render a 
decision before the deadline, the fare rise 
automatically would have become effective. 


Commission Defers Action 


HE state public utility commission last 

month deferred action on requests for 
rate increases filed by the Pennsylvania Power 
& Light Company to become effective August 
lt in the 28-county territory in which the 
huge utility serves 400,000 customers. 

The commission, by unanimous vote, post- 
poned all the tariffs for six months. These 
included a schedule of increased gas rates 
in Wilkes-Barre. 


The PP&L had filed three tariffs, of which 
two would have gone into effect on August 
Ist and the other on July 31st. The effective 
date of the first two was shifted to February 
— and in the other case, to January 31, 


Philadelphia Gas Rate 
Adjustment Approved 


E ipe city gas commission of Philadelphia 
on August 11th decided to increase gas 
rates for service by the city-owned gas system 
by approximately $400,000 a year. The increase 
is a modification of an earlier proposal to off- 
set rising operating expenses. The Office of 
Price Administration had intervened in the 
matter and there was some speculation as to 
the possible effect of OPA-RFC plans for a 
subsidy on the price of petroleum products 
which might offset to some extent increases in 
the price of fuel oil used to manufacture gas. 

However, it was decided by the commission 
that the price of purchased coke gas must be 
increased as the cost of production in the city 
plant goes up. The plant is being operated un- 
der contract by The Philadelphia Gas Works 
Company, a subsidiary of United Gas Im- 
provement. 

The action of the city gas commission was 
taken in accordance with the terms of the con- 
tract between the city and the operating com- 


pany. | ; : 
Notification of the change in rates had 
been given in advance to the city council. 


South Carolina 


Rate Request Declined 


\ pe state public service commission, act- 
ing in the first case of this kind, recently 
declined the request of the South Carolina 
Electric & Gas Company for permission to 
ell electric energy to a public codperative at 
one of its lower industrial rates. 

In rejecting the power concern’s applica- 
tion, the commission pointed out that to have 
granted it would have meant a change in the 
established formula of rate “classification 
which may affect the rights of others without 
due notice and public hearing thereon, and 
that to grant your request would appear to 
be discrimination.” 

he power company sought the right to 
extend its rate schedule No. 1 to the Mid- 
Carolina Electric Codperative, Inc., of Lex- 
ington, which, in turn, would have sold the 
‘nergy purchased from the power concern 
to the Army air base in Lexington at the same 
rate, plus monthly charges. 
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Asks Authority to Merge 


HE South Carolina Electric & Gas Com- 

pany, of Columbia, and the Lexington 
Water Power Company, owner of the Lake 
Murray power development near Columbia, 
recently petitioned the state public service com- 
mission for authority to merge, asking that 
both be then known as the South Carolina 
Electric & Gas Company. 

Also, in the petition, the two concerns asked 
approval of an extensive recapitalization plan 
which they presented, one which would in- 
volve the buying in of much of the common 
and preferred stock of both concerns and the 
issuing of $6,310,500 in proposed new $5 pre- 
ferred stock. 

The staff of the electrical utilities division 
of the commission began conferences August 
4th with officials, attorneys, and accountants 
of the two power concerns, and formal hear- 
ings before the members of the commission 
were to come later. 
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Tennessee 


League Wants No Politics __ Whereas, the Tennessee Municipal League 
is a nonpolitical organization, created among 


[* an effort to keep electric power boards other things, for the maintenance and im. 
out of politics, the Tennessee Municipal provement of sound municipal government in 
League on July 3lst sent to candidates for Tennessee, 

the state legislature copies of a resolution re- “Therefore be it resolved by the Tennessee 
cently passed by the league, as follows: Municipal League: 

“Whereas, municipalities over the entire “That all candidates for the state legisla. 
state of Tennessee, and electric membership ture in the forthcoming primary and general 
corporations serving other municipalities, have elections be requested to state their position 
entered into long-term contracts with the ‘with reference to the preservation of the in- 
Tennessee Valley Authority for the distri- dependence and business integrity of the pow- 
bution of electric energy and power, and the’ er boards and codperatives receiving and dis- 
electric power boards of these municipalities, tributing TVA energy and power, and that 
and the electric cooperatives are an integral they be requested to pledge themselves to op. 
part of the TVA system and a vital factor position to any legislation that would permit 
in the furtherance of the war effort and the or authorize political interference from any 
ultimate success of American arms... and __ source.” 


ae 
Texas 


; effective August Ist, and the city council cut 
Gas and Electric Rates Reduced the municipal light rates $70,000 annually, 


ITIZENS of Austin last month received an_ effective from last February. 
unexpected double windfall in having The city-owned plant had accumulated a 
their gas and electric rates reduced without surplus of $400,000 to be used in paying for 
long-drawn-out litigation. sewer extensions and other indebtedness. Elec- 
The gas company, privately owned, agreed tric current consumption in Austin has in- 
to cut its rate an aggregate of $52,000 a year, creased, thereby making reductions possible. 


¥ 


Utah 


Survey Fixes Utility Cost became effective January 1, 1937. At the same 
time the commission ordered the power com- 


ULMINATING six years of studies by state pany to reclassify its plant account as of that 
and Federal accountants, the state public date on a basis of original cost. 
service commission and the Federal Power The company made its studies in accordance 
Commission recently issued a joint report fix- with the order and filed its original cost re- 
ing the original cost of the Utah Power & port with the commissions in July, 1940. 
Light Company’s ca at $52,552,- 
860.91 as of January 1, ; 1 
The figure is $31,041,458.38 lower than an PSC Sessions Open 
original cost figure of $83,594,319.29 previous- igre or proceedings of the state pub- 
ly submitted by the power company. lic service commission and other state 
The 54-page document, replete with balance | commissions must be open to the public, State 
sheets, charts, and figures showing the power Attorney General Grover: A. Giles ruled on 
and light company’s financial structure, would July, 31st. 
be used as evidence in rate proceedings in the The attorney general said state statutes re- 
near future, said George S. Ballif, chairman quire that state commission hearings and rec- 
of the state commission. ords be open to the public, but added that the 
Contending that the report showed a “wide commissions may exercise discretion in de- 
disparity between book costs and original costs termining “what it wishes to hear and what 
of the power company’s property,” Mr. Ballif it wishes to reject.” ‘ 
said, “undoubtedly, rate proceedings will be The opinion, written by Calvin Rampton, 
commenced against the company within the assistant attorney general, said “rights. of 
immediate future.” the general public in attending the hearings 
First event leading to the issuance of the ... are not defined,” and “it is up to the com- 
joint report was the adoption by the two com- mission to determine whether or not . . . testl- 
missions of new uniform systems of accounts mony is relevant and material to the matter 
for the Utah Power & Light Company. These _ being considered.” 
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The Latest 
Utility Rulings 


Gas Rate Increase Considered in the 
Light of Price-control Policy 


PETITION of the Greenfield Gas 

Company, Inc., for an increase in 
rates for service in the city of Greenfield 
was granted by the Indiana Public Serv- 
ice Commission after an examination of 
the company affairs in which it deter- 
mined a rate base and made certain other 
fndings as to operating expenses and 
rate of return. The opinion, written by 
Commissioner Stuckey, stated in part: 


It is the understanding of this commission 
that the Office of Price Administration of 
the United States government is scrutinizing, 
among other things, all petitions for rate in- 
creases filed with state regulatory bodies by 
public utilities. In short, as the commission 
understands the situation which has arisen 
because of the present World War, the gov- 
ernment, in its effort to prevent inflation in 
all lines of business, can make no exception 
of public utilities. Their charges for service 
must not be permitted to increase. The com- 
mission is in accord with such a program as 
a general proposition. But the commission 
takes the position, in the instant case, that to 
make rates effective which will enable peti- 
tioner to meet all of its proper operating ex- 
penses, including a fair and reasonable return 
as herein set out, will not constitute an in- 
crease of prices. Cogent reasons are obvious. 


First: The evidence shows that the rates 
now in eftect at Greenfield are out of line 
with and lower than the rates charged for 
gas service in contiguous communities. 
While, of course, this commission does not 
set up rates for utilities on the basis of what 
rates are for similar service in communities 
similarly situated, yet the commission be- 
lieves that this is a matter to be considered 
in relation to price levels. Second: The rates 
now in effect were those charged by peti- 
tioner’s predecessor for a gas service that 
was inadequate and unsatisfactory. Even the 
amount of gas used had to be restricted as 
to quantity and the time of day consumed in 
order that pressure would be maintained to a 
degree that would make it possible for the 
greatest number of customers to obtain serv- 
ice. Compare that situation with the present. 
The evidence shows, and the commission 
finds, that the service which petitioner has 
rendered since it took over the property and 
began the distribution of natural gas has 
been, and is, adequate and entirely satisfac- 
tory. Third: The new rates will still be 
lower than the prevailing effective rates for 
similar gas service in communities similarly 
situated in the state of Indiana, and, there- 
fore, it follows that such rates will not raise 
the general gas price level to consumers. 


Re Greenfield Gas Co. Inc. (Order 


No. 15574). 
e 


FPC Has Authority to Exclude Disapproved 
Cost Items from Accounts 


Contentions that the company’s ac- 
counts are all regulated by the Alabama 
commission, that the Federal commis- 
sion’s jurisdiction is limited to those 
matters in which it is not subject to 
regulation by the state commission, that 
the commission is without authority to 
order disallowed items charged to the 
company’s surplus account, that the 
accounting disposition of the disallowed 
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HE comprehensive powers of the 

Federal Power Commission over 

accounts of companies licensed to con- 

struct power projects is strengthened by 

the decision of the United States Court 

of Appeals for the District of Colum- 

bia upholding commission orders relat- 

ing to the Alabama Power Company. 

diies (See (1940) 37 PUR(NS) 35 and 
(1937) 21 PUR(NS) 225.) 
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items was not an issue in the proceeding, 
that the order deprived the company of 
property without due process, and that 
legal requirements of notice and hear- 
ing were denied—all of these were over- 
ruled. 

The language of the statute and the 
clearly stated powers and duties of the 
commission, said the court, leave no 
doubt that while a division of authority 
between it and appropriate state agen- 
cies is contemplated, so far as concerns: 
regulation, the Federal commission is 
vested with summary and unlimited 
powers over the accounts of its licensees 
to the extent necessary to insure proper 
performance of its duties. The court 
added : 

If the state, in the proper performance of 

its duties, wishes to require the keeping of a 
separate set of books, no doubt it can do so. 
And if the company wishes to keep a third 
set for its own purposes there seems to be 
nothing in the law to prevent it from doing 
so. But two things are certain: (1) The 
statute clearly contemplates that the com- 
mission may require the licensee to establish 
and maintain accounts; (2) the licensee 
must allow the commission to have access 
to all accounts which it does keep. 


ing disposition of all items in dispute 
but it seemed inescapable that account 
ing disposition of all was at issue fro 


cisions. The company expressed appre 
hension that if it were required to comp! 
with the order it would, as a result, be de 
prived of a judicial determination of 
value when and if the government insti 
tutes recapture proceedings. This appre 
hension was said to be ill-founded. Bu 
whatever effect the present determina- 
tion might be given in recapture pro 
ceedings, the commission was clearly 
authorized to determine cost without 
waiting for the occurrence of such a con- 
tingency. The power to direct that the 
company’s books should properly reflect 
its determination merely carries that 
proceeding to completion. Alabama 
Power Co. v. Federal Power Commis- 
sion, 128 F(2d) 280. 


e 


Commission Has Power to Order Cancellation of 
Management Contract 


, New York commission has 
power not only to determine that 
a management contract between affili- 
ates is not in the public interest, but it 
also has power to direct cancellation of 
such a contract, according to a decision 
of the New York Appellate Division, 
Third Department. The commission, in 
(1941) 40 PUR(NS) 225, had held 
that such a contract was not in the pub- 
lic interest, that a transportation com- 
pany had not proven the reasonable cost; 
of services rendered, and that the con- 
tract must be canceled. 

The company took the position (1) 
that the commission lacked jurisdiction 
to find that the contract was not in the 
public interest because that part of the 
statute under which it proposed to act 
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is unconstitutional and void, (2) that in 
any event the commission had no au- 
thority to direct cancellation because the 
statute confers only power to disap- 
prove, and (3) that the findings under- 
lying the determination of the commis- 
sion were against the weight of evidence. 
Public Service Law, § 110(3), pro- 
hibits management contracts with affl- 
iates from becoming effective unless 
first filed with the commission ; prohibits 
any management charge in excess 0! 
reasonable cost of performing the serv- 
ice, placing the burden of proof on the 
company ; and provides that the commis- 
sion may disapprove such a contract. 
The argument was made that there 
was an attempted unlawful delegation 
of legislative power because the statute 


324 





THE LATEST UTILITY RULINGS 


ils to define “public interest.” The 
ontention was also made that the statute 
les not require the commission to in- 
estigate all management contracts but 
aves the commission free to determine 
whether or not it will investigate and 
at this is discriminatory. All of these 
ibiections were overruled. 

The reference to public interest, 
laid the court, should be construed with 
reference to the general purposes and 
the subject matter of the Public Service 
law, and it may be logically found that 
the criterion of “public interest” is di- 
rectly related and limited to the general 
purposes of such law, in which case it 
sa sufficient guide. The legislature is 
nt required to furnish details. The 
wurt disagreed with the ruling in Bell 
Teleph. Co. v. Driscoll (1941) 343 Pa 
10,40 PUR(NS) 375, 21 A(2d) 912, 
yhich it thought was not in conformity 
with the reasoning expressed by the 
courts of the state and those of the 
United States. 

As to the argument that the discretion 
committed to the commission to deter- 
mine when investigations should be 
made rendered the statute invalid, it was 
sid that this was no longer an open 
question. There had been definite rul- 


ings to the contrary holding that the del- 
egation of such discretion is not an in-. 


valid delegation of legislative power. 
The court cited Kings County Lighting 
Co, v. Maltbie (1935) 244 App Div 
475, 8 PUR(NS) 474, 280 NY Supp 
560, and Bronx Gas & E. Co. v. Maltbie 
(1935) 268 NY 278, 10 PUR(NS) 1, 
197 NE 281. 

The argument that the power to dis- 
approve the contract did not include the 


power to order its cancellation was over- 
ruled with the statement: 

We think this argument is not supported 
by a realistic view of the statute as related 
to the evils it was designed to suppress. The 
clear intent of the statute was to restrain 
contracts between public utilities and affii- 
ates when such contracts were found to be 
contrary to the public interest. The power 
to direct cancellation is a necessary con- 
comitant of the power of disapproval if the 
commission is to effectually carry out the 
purpose of the statute. The legislature can 
hardly have intended that a contract against 
public interest should be left hanging in the 
alr. 

Two of the five justices of the appel- 
late court disagreed on this question, 
holding that the legislature did not pur- 
port to grant power to cancel, and had 
it done so the grant would have been 
of doubtful legality. 

The commission’s finding that there 
was actual domination and control based 
upon the evidence, and that in view of all 
the circumstances the contract was not 
in the public interest, was upheld. The 
court agreed with the commission that 
the cost of management referred to in 
the statute is not the cost of obtaining 
the service of the affiliate but the reason- 
able cost to the affiliate of performing 
such service. It was observed that 
while the views of the court as to some 
of the findings on questions of fact 
might differ from that of the commis- 
sion, the court might not substitute its 
judgment. The commission’s conclusion 
that the contract was not in the public in- 
terest because it was unnecessary and 
an unnecessary expense was said to be 
supported generally by the evidence. 
International Railway Co. v. New York 
Public Service Commission. 


e 


Injury to Person and Property Not Subject 
To Commission Jurisdiction 


ee against a gas company 
alleging that its pipe lines adjacent 
toa residence had been defective for sev- 
eral years and that escaping gas had en- 
tered the home, causing injury to persons 
and property, was dismissed by the 
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Pennsylvania commission for lack of 
jurisdiction. The commission referred 
to its earlier ruling in Stump v. Penn- 
sylvania Power & Light Co. (1940) 35 
PUR(NS) 59, wherein it was held that 
the abatement of private nuisances is 
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within the jurisdiction of the courts and 
not the commission. 

The specific claim was made that 
plants, ferns, and flowers of the com- 
plainants were destroyed ; complainants’ 
coal bills were increased owing to the 
fact that doors and windows had to be 
kept open in winter to free the house 
from gas; complainants were rendered 
ill and unfit for work from breathing the 
gas ; and they were deprived of the quiet 
enjoyment of their home. The original 
complaint asked the commission to 
award damages and to abate the alleged 
nuisance, 


The claim for damages, however, was 
withdrawn. 

While disposition of the case no longer 
required a ruling on jurisdiction over 
damage claims, reference was made to 
the commission decision on that subject 
in Knight v. Red Ball Transit Co, 
PUR1933E 367, where it was said that 
the functions of the commission are, gen- 
erally, to see that adequate service js 
rendered at reasonable rates and that 
claims based on contract or tort still re. 
main within the jurisdiction of the 
courts. Williams et al. v. Bangor Gas Co, 
(Complaint Docket No. 13679). 


e 


Seasonal Subscribers Must Pay Higher 
Monthly Rates 


UNIFORM rate for seasonal tele- 
phone service applicable in most of 
the exchanges of a Wisconsin telephone 
company was put into force at its other 
exchanges in order to avoid discrimina- 
tion between seasonal and year-round 
subscribers. This eliminated a flat rate of 
$10 per season where in some cases a 
subscriber on a rural multiparty line 
paid $2 net per month. Referring to this 
situation, the Wisconsin commission 
said: 

A seasonal subscriber taking service for 
five months gets service at exactly the same 
monthly cost as a year-round subscriber. If 
service is taken for more than five months 
the monthly cost falls below that of a year- 
round subscriber. This is contrary to 


e 


the nature of the cost of seasonal service, 

The investment in pole line and station 
equipment on the average is about the same 
for seasonal subscribers as it is for rural 
year-round subscribers. When a seasonal 
subscriber discontinues service with the in- 
tention of returning the next year, the tele- 
phone is usually left in place. Thus, it can 
be readily seen that all of the fixed costs 
and most of the maintenance expenses go on 
all year. The only major saving is in op- 
erator’s time. If these costs which continue 
during the off season are to be recovered, a 
rate must be prescribed which will be greater 
per month for a short season than for a 12- 
month period. The present $10 flat rate 
does not do this and for this reason is dis- 
criminatory. 


Re Mid-West States Telephone Co. (2- 
U-1841). 


Rules Governing Voltage Variation and 
Meter Testing Relaxed 


ECAUSE of conditions created by the 

war emergency and regulations of 
Federal agencies, the Pennsylvania com- 
mission authorized (1) a variation in 
voltage for lighting service of 10 per 
cent, plus or minus, and for power serv- 
ice 15 per cent, plus or minus, and (2) 
waived the existing regulations of the 
commission with respect to testing of 
meters of 2- or 3-wire single-phase, in- 
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duction-type, for the period ending June 
30, 1944, 
The company had requested a modi- 
fication of the testing rule so as not 
to require periodic tests more frequently 
than once in ten years. an 
The rules and regulations pertaining 
to electric utilities, adopted by the com- 
mission in June, 1939, require for light- 
ing a maximum variation of 5 per cent, 
AUG. 27, 1942 
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plus or minus, of the standard service 
voltage, which variation is not to obtain 
for a period longer than one minute at 
any one time. With respect to power, 
they provide for a variation of 10 per 
cent, plus or minus, of the standard serv- 
ice voltage, not to occur for a period 
longer than one minute in each instance. 

Reasons given for relaxation of these 
rules were copper shortages under prior-. 
ity regulations, only temporary value of 
substitute material, poor conductivity of 
iron (itself not always available under 
priority regulations), hardship because 
of man power required for meter test- 
ing, and wear and tear on rubber tires 
and consumption of large quantities of 
liquid fuel. The commission, holding 
that a modification of its meter testing 
rule so as to permit a testing but once 
in ten years would not be in the public 
interest, said: 


The importance of accuracy of electric 
meters cannot be overemphasized as it forms 
the basis of charge for services rendered by 
the utility. However, it appears necessary 
to grant petitioner some relief at this time 
and in lieu of that sought for by petitioner, 
we will waive the requirements of Circular 
No. 10-A for testing meters of the above- 
described types of meters for the period 
ending June 30, 1944, these provisions again 
becoming effective on July 1, 1944, giving 
consideration to the period during which the 
provisions were waived. 


Commissioner Buchanan, in a dis- 
senting opinion, said that low voltages 
would require the use of additional cop- 
per, that voltage variation would reduce 
candle power and increase electric con- 
sumption to the advantage of the com- 
pany, that burned out motors might re- 
sult, and that actual conditions in the 
territory had not been shown. Re Penn- 
sylvania Power Co. (Application Dock- 
et No. 61417). 


e 


Plan for Consolidation of Telephone 
Companies Disapproved 


fb ipe organization of a new telephone 
company to be formed as a medium 
for the consolidation of three wholly 
owned subsidiaries of Inland Telephone 
Company was disapproved by the Penn- 


sylvania commission. Financial plans 
were found to be objectionable, and the 
commission could not see that the con- 
solidation, even under fair and reason- 
able financial terms and _ conditions, 
would be advantageous to the public. As 
stated by the commission, 


No reduction in rates or improvement in 
service is promised, and the small operating 
economies which the consolidation would 
make possible would hardly affect rates and 
service. There is no apparent community of 
interest among the territories of the three 
companies that warrants the pooling of those 
territories for regulatory purposes. 


The only apparent benefit from the 
consolidation, it was said, would accrue 
to Inland Telephone Company, which 
would be enabled to pass on to the pub- 
lic, in a tax-free reorganization, too 
large a nonvoting share of the present 


equity investment in the three com- 
panies. 

Economies to be effected had not been 
expressed in dollars, but it was said to 
be the experience of the commission that 
such economies are usually small and 
therefore have a negligible effect on the 
public interest. The companies are 
closely affiliated with one another, have 
almost identical directors and officers, 
and operate in widely separated terri- 
tories. It was, therefore, difficult to see 
how their consolidation would result in 
substantially greater operating flexibil- 
ity and freedom than existed. Although 
the securities of a large company have a 
wider market than those of a small com- 
pany, the commission noted that even 
the consolidated company would itself 
be relatively small. 

The proposed capitalization was 
found to be substantially more than net 
assets warranted. Moreover, while the 
commission said it was not a “blue sky” 
commission, it would be unconscionable 
for it to countenance the issuance of a 
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noncumulative, mnonvoting preferred 
stock having the high dividend rate of 
8 per cent. 

A proposal to transfer allegedly exces- 
sive depreciation reserves to capital sur- 
plus was also condemned. Such a trans- 
action, when realistically viewed, said 
the commission, is tantamount to the 
payment of a dividend out of moneys 
collected from subscribers on the repre- 
sentation that such collections were 
necessary to preserve the integrity of 
properties essential for the furnishing 
of adequate service. Evidence that the 
depreciation reserves were excessive was 
said to be grossly inadequate. 

A proposal to transfer contributions 


SURCHARGE fuel clause was au- 

thorized by the North Carolina 
commission when a gas company showed 
that since the establishment of rates the 
previous year there had been a substan- 
tial increase in the cost of both steam 
coal and gas coal and in the cost of gas 
oil. The company asserted that unless 
an increase in rates were granted or a 
fuel clause authorized the company 
could not meet its operating cost. Re 
Public Service Co. of North Carolina, 
Inc. (Docket No. 2704). 


A petition by the sole operator of a 
telephone system in a certain territory 
for an order declaring the utility a con- 
venience and necessity was dismissed by 
the Indiana commission in the absence 
of any provision for the granting of a 
certificate to the sole operator of a tele- 
phone service. The commission called 
attention to the fact that § 54-601 of 
Burns’ 1933 Annotated Statutes pro- 
vides for issuance of a declaration of 
public convenience and necessity to a 
second utility within the same munici- 


pality. Re Clements (No. 15688). 


In a condemnation proceeding by a 


for construction to capital surplus and 
thereafter to issue securities on that 
basis was unacceptable. The commis- 
sion said: 


It is not a sufficient reason to say that the 
property constructed with subscribers’ mon- 
ey, either in whole or in part, has lost its 
identity ; the contributions were nevertheless 
made by subscribers and were not later re- 
funded to them. Nor is it sufficient reason 
to say that WICONISCO may have re- 
placed the property. The replacement, if 
made at all, very likely was made from de- 
preciation reserve funds, which also were 
collected from subscribers. 


Re Pennsylvania Community Telephone 
Co. (Application Docket No. 60715, 
Folder Nos. 1, 2). 


7 


Other Important Rulings 


railroad to acquire realty for a railroad 
grade-crossing elimination, the court of 
appeals of New York held that the su- 
preme court had no authority, as part 
of the judgment or award, to determine 
that reasonable compensation to attor- 
neys was an expense of acquisition of the 
land or to direct payment of such ex- 
pense out of state funds. Delaware; 
Lackawanna & Western Railroad Co. 


v. Fengler et al. 42 NE(2d) 6. 


A gas company was permitted by the 
North Carolina commission to discon- 
tinue the discount allowed for prompt 
payment of bills upon a showing that 
expenses had increased and that discon- 
tinuance of the discount would amount 
to a substantial saving to the company, 
which was earning only a small return. 
Re Piedmont Gas Co. (Docket No. 2703). 


A carrier failing to serve some of the 
area specified in his private motor carrier 
permit may, according to a ruling of the 
Colorado commission, have his author- 
ity restricted to the actual operations 
conducted. Colorado Motor Carriers’ 
Asso. et al. v. Wilson (Case No. 4868, 
Decision No. 18810). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, will 
be published in full or abstracted in Public Utilities Reports. i 
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RE MONTHLY BILLINGS 


MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Change in Method of Monthly Billings 


[D.P.U. 6864.] 


Payment, § 17 — Meter reading and billing — Estimated consumption — War 


emergency. 


Consumption of gas and electricity may be estimated for purposes of month- 
ly billing, as authorized by order of the Commission in the interest of the war 
effort and to conserve tires and automobiles and as a measure of economy, 
so that bi-monthly billing and meter reading may be given a trial. 


[July 2, 1942.] 


NVESTIGATION of change in method of monthly billing to cus- 
I tomers of gas and electric companies; estimates of consump- 
tion permitted for purposes of monthly billings under bi-monthly 


billing and meter reading plan. 


By the DEPARTMENT: The De- 
partment on receipt of inquiries from 
the New England Power Association 
and the Boston Edison Company rela- 
tive to bi-monthly billings of charges 
for gas and electricity has caused a 
conference to be held at the offices of 
the Department and made a study and 
investigation of the above subject mat- 
ter. 

At the present time it is the gen- 
eral practice of the companies engaged 
in the distribution and sale of gas and 
dlectricity to read customer meters 
and submit a bill to their customers 
for gas or elecricity consumed on a 
monthly basis. Certain gas and electric 
companies have informally conferred 
with the Department requesting any 
necessary permission to modify this 
practice and be allowed to establish 
the practice of metering and billing on 
a bi-monthly basis. The reason ad- 
vanced for the necessity of such a 
change in practice is the necessity of 
[9] 
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conserving automobiles, tires, and 
gasoline, particularly in outlying ter- 
ritories where the customer density is 
low. 

One proposition advanced for con- 
sideration is to read the meters bi- 
monthly and bill the customer each 
month as set forth in the currently ef- 
fective schedules. The consumption 
of gas and electricity for billing pur- 
poses in the intermediate month would 
be determined on an estimate based on 
previous year’s use. The subsequent 
month’s consumption would be based 
on an actual reading and would ordi- 
narily correct any possible error made 
in the estimate of consumption made 
in the previous month. 

Section 94 of Chap. 164, in refer- 
ring to the schedules of rates filed with 
the Department, reads in part: 

“Such rates, prices, and charges 
shall apply to the consumption shown 
by meter readings made after the ef- 
fective date of such rates, prices, and 
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charges, unless the Department other- 
wise orders.” 

In our opinion charges should be 
made in accordance with the provi- 
sions of said statute based on any con- 
sumption of gas or electricity shown 
by meter readings and that estimates 
of consumption to be applied as previ- 
ously set forth cannot properly be used 
unless authorized by order of the De- 
partment. 

In the interests of the war effort 
and to conserve tires, automobiles, and 
as a measure of economy, it is our 
judgment that the general proposition 
of bi-monthly billing and meter read- 


ing should at least be given a trial and 
to that end we feel that authority 
should be granted to those companies 
so desiring to render bills on estimated 
consumptions of gas and electricity, 

Accordingly, after consideration 
and investigation, it is 

Ordered: That consumption of gas 
and electricity may be estimated for 
purposes of monthly billing by gas and 
electric companies engaged in the dis. 
tribution and sale of gas and electrici- 
ty, provided, however, that no service 
shall be terminated for failure to pay a 
bill rendered without a meter reading. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re J. Finis Shaffer 


[Case No. 10,217.] 


Consolidation, merger, and sale, § 6 — Jurisdiction of state Commission — Inter- 
connection and integration of utilities. 

The Commission has no power to determine that it would be preferable 
that a sale of electric properties be made to a public utility instead of a 
codperative, and so perfect a tentative plan of integration in accord with 
ideas of Federal regulatory bodies, since the Commission has not been 
vested by the legislature with authority to evolve or approve and actively 
effect any plan of interconnection and integration of electric utilities. 


[June 26, 1942.] 
PPLICATION for approval of sale of electric utility property 


to a codperative organization and for cancellation or sur- 
render of certificate; granted subject to conditions. 


By the Commission: This cause is 
before the Commission on the appli- 
cation of J. Finis Shaffer, holder of 
Certificates of Convenience and Neces- 
sity Nos. 6693 and 8277, for approval 
of the sale of properties (which pro- 
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Missouri Electric Cooperative, Inc. 
The application further requests an 
order of the Commission for the can- 
cellation of the certificates of conven- 
jence and necessity above mentioned. 

The case was set for hearing at the 
hearing room of the Commission at 
Jefferson City, Cole county, Missouri, 
on the 28th day of May, 1942, and on 
that date was heard by a member of 
the Commission, due notice having 
been given to all interested parties. 

The applicant was present in person 
and testified in support of the appli- 
cation. North Central Missouri Elec- 
tric Cooperative, Inc., was represented 
by Mr. Russell N. Pickett; Mr. D. W. 
Snyder, Jr., president of the Missouri 
Power and Light Company, appeared, 
read a statement in evidence and testi- 
fied in the case. 

The following statement of facts is 
from the testimony presented at the 
hearing and from the records and files 
of the Commission : 

The applicant, J. Finis Shaffer, sole- 
ly owns and operates an electric gen- 
erating plant located at Lemons, Put- 
nam county, Missouri, with a trans- 
mission line and distribution lines serv- 
ing patrons at Pollock, Sullivan coun- 
tv, Missouri, and intermediate. Both 
Lemons and Pollock are small unin- 
corporated villages. The generating 
plant consists of three generating units, 
with the necessary auxiliary equipment 
and other facilities for producing and 
controlling the energy for transmis- 
sion and distribution. The equipment 
is poorly housed and substantial ex- 
penditure should be made to rehabili- 
tate the plant, as well as the lines over 
which the service is furnished. 

As the applicant has no help in the 
operation of the plant, he has the bur- 
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den of giving it his attention through- 
out the 24-hour period of each day. 
Applicant’s health makes it imperative 
that he discontinue the burden of op- 
erating the system. 

The North Central Missouri Elec- 
tric Cooperative, Inc., was organized 
on the 28th day of August, 1940, un- 
der the provisions of Art. 28, Chap. 
102, Rev. Stats. 1939. It has never 
converted to become subject to Art. 
7, Chap. 33, Rev. Stats. 1939, Rural 
Electric Cooperative Act, under the 
provisions of § 5402 thereof. 

On June 1, 1942, Mr. Russell N. 
Pickett, counsel for the North Central 
Missouri Electric Cooperative, Inc., 
stated by letter, 

“T have since been advised that it is 
the intention of this Cooperative to 
convert under the Rural Electric Co- 
operative Act of 1939, and I would ap- 
preciate if the Commission would re- 
open this case and show the intention 
of the purchaser to convert under the 
1939 Act.” 

In the event the Commission ap- 
proves the application, the North Cen- 
tral Missouri Electric Cooperative, 
Inc., would connect its lines with those 
purchased of applicant and proceed to 
supply those who are presently served 
by applicant upon their becoming mem- 
bers of the North Central Missouri 
Electric Cooperative. All customers 
presently served by applicant have 
made tentative application for mem- 
bership in the North Central Missouri 
Electric Cooperative. Witnesses stat- 
ed that the people, generally, of the 
locality were in favor of the sale. 

The proposed consideration for 
transfer of the properties is the sum 
of $9,000. 

The North Central Missouri Elec- 
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tric Cooperative, Inc., presently re- 
ceives its electrical energy from the 
Missouri Power and Light Company. 
Mr. D. W. Snyder, Jr., president of 
the Missouri Power and Light Com- 
pany, appeared at the hearing and 
made a statement that this company 
has given consideration to the possi- 
bility of extending its Kirksville-Green 
City transmission line further to the 
west and south with a view of inter- 
connecting its power plants at Kirks- 
ville and Brookfield, Missouri. This 
could be accomplished through the 
lines of the North Central Missouri 
Electric Cooperative, those of appli- 
cant, by lines to be constructed from 
Pollock to Newtown, some 15 or 20 
miles west of Pollock, and thence to 
Brookfield over the lines of the Con- 
sumers Public Service Company. Mr. 
Snyder stated that the Missouri Power 
and Light Company is interested in 
purchasing the properties of the ap- 
plicant, as well as in the acquisition of 
the properties of the Consumers Pub- 
lic Service Company. He further 
stated that this plan is, in the opinion 
of the management of the Missouri 
Power and Light Company, in the 
public interest and in accord with the 
ideas that have been indicated by vari- 
ous Federal regulatory bodies. 

As hereinbefore stated, the North 
Central Missouri Electric Cooperative 
now purposes to convert under the 
Rural Electric Cooperative Act, Art. 
7, Chap. 33, Rev. Stats. 1939. 

Under the provisions of § 5388, 
subsection (g) we note that a codp- 
erative organized under said act shall 
have power, “(g) To purchase 

electric transmission and distri- 
bution lines or systems, electric gen- 
erating plants which shall be 


deemed necessary, convenient, or ap- 
propriate to accomplish the purpose 
for which the codperative is organ- 
ized” ; 

Under the provisions of § 5397, 
Rev. Stats. 1939, the announced pur- 
pose for the authorization of the co. 
Operative corporations is “—— for 
the purpose of supplying electric en- 
ergy and promoting and extending 
the use thereof in rural areas.” 

By the provisions of subsection (a) 
of § 5415, Rev. Stats. 1939, “rural 
area” is defined : 

“(a) ‘Rural area’ shall be deemed 
to mean any area of the United States 
not included within the boundaries of 
any city, town, or village having a 
population in excess of 1,500 inhabi- 
tants, and such term shall be deemed 
to include both the farm and nonfarm 
population thereof.” 

It would seem, therefore, that the 
general assembly of the state of Mis- 
souri has, by the enactment of the 
Rural Electric Cooperative Act of 
Missouri, declared a field for the op- 
eration of corporations organized, or 
converted, under the provisions of 
said act, and inasmuch as the evidence 
in this case shows the facts to be with- 
in the purview of the act, the appli- 
cation is accordingly granted. 

Relative to the tentative plan of in- 
tegration of the Missouri Power and 
Light Company: the Commission be- 
lieves and finds that it has no power 
to determine that it would be prefera- 
ble that a sale be made to a public util- 
ity and so perfect a tentative plan of 
integration; the Commission has not 
been vested by the legislature with au- 
thority to evolve, or approve, and ac- 
tively effect any plan of interconnec: 
tion and integration of electric utilities. 
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It is, therefore, 

Ordered: 1. That if before the effec- 
tive date of this order the North Cen- 
tral Missouri Electric Cooperative 
Inc., shall have fully complied with 
the provisions of § 5402 of Art. 7 of 
Chap. 33 of the Revised Statutes for 
the state of Missouri, 1939, J. Finis 
Shaffer shall be and he is hereby au- 
thorized upon such compliance to sell 
and transfer his electric generating 
plants and equipment, his transmission 
and distribution lines and system, and 
other properties and facilities appur- 
tenant thereto, being all properties enu- 
merated and set forth in Exhibit “A,” 
copy of deed and bill of sale, attached 
to the application and filed herein, for 
the cash consideration of $9,000. 

Ordered: 2. Applicant herein shall 
prior to the effective date of this order 


file proof with the Commission of the 
compliance by the North Central Mis- 
souri Electric Cooperative, Inc., with 
the above “Ordered: 1” by its said 
conversion into a cooperative under 
the provisions of § 5402, Rev. Stats. 
1939, as above required in said “Or- 
dered: 1.” 

Ordered: 3. That this order shall 
take effect thirty days from this date, 
and that the secretary of the Commis- 
sion shall forthwith serve on all par- 
ties interested herein a certified copy 
of this report and order and that the 
applicant and all other interested par- 
ties shall notify the Commission be- 
fore the effective date of this report 
and order in the manner prescribed by 
§ 5601, Rev. Stats. 1939, whether the 
terms of this order are accepted and 
will be obeyed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Pennsylvania Power & Light Company 


[Special Permission No. 20674.] 


Rates, § 345 — Electricity — Tariff supplement — Less than statutory notice. 


Special permission to make effective upon less than statutory notice tarift 
supplements resulting in higher electric rates for industrial service was 


granted. 


Rates, § 181.1 — Increases during war — Pending rate case. 


Disapproval in dissenting opinions of increased industrial rates under war 
conditions and during the pendency of a rate investigation, p. 135. 


(BUCHANAN AND BEAMISH, Commissioners, dissent.) 
[June 2, 1942.] 


PPLICATION for authority to make electric rates effective on 
i \ less than statutory notice; granted. 


By the Commission: And now, to 
wit, June 2, 1942, it is ordered, that 


133 


special permission to make effective 
upon less than statutory notice the fol- 
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lowing tariff supplements be and is 
hereby granted Pennsylvania Power 
& Light Company: 

Supplement 10 to General Tariff 
187. 

Supplement 30 to Local Tariff 188. 

Supplement 11 to General Tariff 
187, but only as to customers to whom 
the utility began rendering service on 
or after April 4, 1942. As to custom- 
ers to whom service was rendered pri- 
or to April 4, 1942, said supplement 
shall not become effective for sixty 
days, and such customers and the Com- 
mission shall have the same rights 
thereto as if the special permission, 
applicable only to customers begin- 
ning service on or after April 4, 1942, 
had not been granted. 

Commissioners Buchanan 
Beamish file dissenting opinions. 

BuCHANAN, Commissioner, dis- 
senting: The Commission has ap- 
proved a proposal of the Pennsylvania 
Power & Light Company to close out 
certain industrial rate schedules ap- 
plicable to the Lancaster and other 
areas included in the company’s regu- 
larly filed tariff substituting new 
schedules at higher rates. 

At the Commission’s request, 
charts were prepared by Pennsylvania 
Power & Light Company showing the 
proposed industrial rates in compari- 
son with the Philadelphia Electric 
Company and Metropolitan Edison 
Company. A comparison of the 
curves formed by the rates of the 
three companies serving the same gen- 
eral area demonstrate conclusively 
that the proposed rates of the Penn- 
sylvania Power & Light Company 
would be generally higher and never 
lower than either Metropolitan Edi- 


and 


son or Philadelphia Electric for the 
same type of service. 

The conclusion is inescapable that 
the proposal of Pennsylvania Power & 
Light Company to close out present 
industrial rates in the Lancaster and 
other areas and substitute new rate 
schedules at higher levels is self-sery- 
ing, taking advantage of war condi- 
tions and contrary to the public inter. 
est. But there is an additional reason 
why it should be rejected. 

In 1935 the then Public Service 
Commission instituted a rate case 
against the Pennsylvania Power & 
Light Company. Since that date a 
force of engineers and accountants 
have been tusseling with the company 
endeavoring to get the facts as to 
property values, earnings, and account- 
ing practices for purposes of placing 
them in the record of the formal pro- 


ceeding. Those objects have, as yet, 
not been accomplished and on the 
basis of the Commission’s informa- 
tion, the company has either refused 
or neglected to comply with Commis- 
sion orders which would make that 
information available to the record. 


Nevertheless the Commission pro- 
poses to pursue its investigation and 
by the best means available introduce 
evidence on the question of the rea- 
sonableness of the company’s rates. 
From preliminary reports at hand, it 
is evident that a rate reduction 1s 
quite possible. In view of that fact, 
the proposal of the company to in- 
crease rates in the Lancaster area of 
any other area appears ridiculous. 
Furthermore we have had sad results 
from similar increases in the Lar- 
caster area of this company in the past. 

In view of the fact that a record is 
being made in a rate case, which should 
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RE PENNSYLVANIA POWER & LIGHT CO. 


permit a review of the entire rate 
structure, it seems premature, to say 
the least, that the proposal of the 
Pennsylvania Power & Light Com- 
pany to increase industrial rates in the 
Lancaster and other areas should be 
approved by the Commission. 

The majority action is contrary in 
every way to the national policy op- 
posing price increases. 


BEAMISH, Commissioner, dissent- 
ing: I dissent emphatically from the 
order which gives special permission 
to make effective upon less than stat- 
utory notice the tariff supplements 
granted to general and local tariffs of 
the Pennsylvania Power & Light 
Company in this case. 

The Pennsylvania Power & Light 
Company by these supplements and 
by other supplements now formally 
proposed by the company are increas- 
ing rates to many customers in the 
Lancaster area. The Lancaster rates 
which are proposed to be increased 
have been in effect for many years and 
so far as all available records show, 
have been producing profits to the 
company. That they were lower than 
rates in other parts of the Pennsyl- 
vania Power & Light territory is be- 
side the question. The Pennsylvania 
Power & Light Company in all fair- 
ness should bring down the high rates 
in other communities to the Lancaster 
level rather than to increase rates that 
have proved profitable and that have 
built up large industrial plants in the 
Lancaster area. 

The plain truth is that the holding 
companies which own Pennsylvania 
Power & Light have been milking 
Pennsylvania Power & Light to such 
an extent that Pennsylvania Power & 
Light has probably the poorest cash 
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position of any operating utility in the 
United States. Its cash drawer is 
virtually swept clean on every divi- 
dend day. It has a block of prefer- 
ence stocks amounting to $64,000,000 
which should have been refunded long 
ago and upon which savings amount- 
ing to between $700,000 and $1,000,- 
000 annually could have been realized. 

The National Light and Power 
Company and the Electric Bond and 
Share Company are the milkmaids 
and the consumers in 29 counties in 
Pennsylvania are the real sufferers. 
Speaking generally, the rates of Penn- 
sylvania Power & Light are higher 
than the three operating companies 
which immediately adjoin Pennsyl- 
vania Power & Light Territory. These 
neighbors are the Philadelphia Elec- 
tric Company, Edison Light & Power 
Company and the Metropolitan Edi- 
son Company. 

The increases will hamper indus- 
tries engaged in the national war ef- 
fort. These are heavily burdened 
with increased income taxes. The 
welfare of these industries affect the 
welfare of their employees. The ten- 
dency of these increases is toward 
dangerous inflation. 

It has been argued that these in- 
creases should be made now in ad- 
vance of the termination of the rate 
case pending against Pennsylvania 
Power & Light. I cannot stomach that 
argument. It seems to me that a yard- 
stick of profitable operation by Penn- 
sylvania Power & Light in the Lancas- 
ter area throughout many years will be 
thrown away if we now increase these 
Lancaster rates to meet the views of 
the Electric Bond and Share overlords 
who own Pennsylvania Power & Light 
and dictate its policies. 

44 PUR(NS) 





NORTH CAROLINA UTILITIES COMMISSION 


NORTH CAROLINA UTILITIES COMMISSION 


Re Northwest Carolina Utilities, Incorporated 


(Docket No. 2535.) 


Rates, § 260 — Surcharge. 


1. A surcharge was approved as a means of meeting a need for a greater 
spread of revenue over expenses, p. 137. 


Rates, § 143 — Reasonableness — Cost of service — Return. 


2. The fact that a utility is in the red or that it is not earning a fair return 
on its investment is not the only element to be considered when a higher 
rate is applied for owing to a pressing need for greater revenue, for the 
reason that the Commission cannot prescribe other than a just and reasonable 
rate although a higher rate than a reasonable rate would be required to pro- 
duce a fair return, p. 138. 
Rates, § 159 — Reasonableness — Retention of business. 
3. Great circumspection should be used in increasing rates to provide ade- 
quate revenues in view of the fact that a fair return might require a rate 
which would be apparently reasonable when measured by utility and other 
business standards, and, yet, if this rate should be greater than a customer 
could use with profit in his business and cause him to terminate service, the 
increased rate, if granted, would defeat instead of win an increase in revenue. 
p. 137. 
[June 8, 1942.] 


>... to increase electric rate schedules by imposition of 
surcharge; authorized. 


¥ 


By the Commission: This case a customer of the petitioner, was rep- 
comes before the Commission on the resented by Erskine Smith, Attorney. 
petition of the Northwest Carolina The petitioner, through its witness, 
Utilities, Inc., to increase its rate J. W. Perry, presented, in evidence, 
schedule No. 2 (residential) by the statements showing the operating reve- 
imposition of a 5 per cent surcharge ue and expenses of the company for 
on sales until January 1, 1943, and the the calendar year 1941, and for the 
imposition of a 15 per cent surcharge first four months of 1942, which - 
on Schedule No. 4 (wholesale or large both cases show that the company was 


; .-__ operated at a deficit. 
me) et Sd No Ti ue ftir 


Perry, stated that residential custom- 

The petitioner was represented by ers who had registered protest when 
Clarence W. Miles, Attorney and J. the surcharges were first proposed 
W. Perry, Vice president of the com- were now willing to accept the in- 
pany; The Feldspar Milling Company, crease. 
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[1-3] The application of a 5 per 
cent surcharge to the residential sched- 
tle of the company, in the opinion of 
the Commission, will not produce an 
unreasonable rate. 

Schedules Nos. 4 and 5, however, 
present a different picture. To adda 
{5 per cent surcharge to existing 
Schedule No. 5, upon which the Feld- 
gar Milling Company is served would 
result on the basis of last year’s pur- 
chases in an average rate of 1.89 per 
ent per kilowatt hour, which, in the 
opinion of the Commission, would be 
an unreasonable rate when volume of 
consumption is taken into considera- 
tion; therefore, the Commission feels 
that it cannot meet the request of the 
petitioner, in this respect in full. 

The fact that a utility is in the red 
or that it is not earning a fair return 
on its investment is not the only ele- 
ment to be considered when a higher 
rate is applied for owing to a pressing 
need for greater revenue, for the rea- 
son that the Commission cannot pre- 
scribe other than a just and reason- 
able rate, although a higher rate than 
a reasonable rate would be required 
to produce a fair return; then, too, a 
fair return might require a rate which 
would be apparently reasonable when 
measured by utility and other busi- 
ness standards and yet if this rate 
should be greater than a customer 
could use with profit in this business 


UTILITIES, INCORPORATED 


and cause him to terminate service, 
the increased rate if granted would de- 
feat instead of win an increase in 
revenue. And so it is a utility and 
the Commission should use great cir- 
cumspection in cases of this kind. 

It is quite patent to the Commission 
that the petitioner, the Northwest 
Carolina Uilities, Inc., needs a great- 
er spread of revenue over expenses; 
however, this unfortunate fact cannot 
be used successfully as grounds for 
the imposition of rates which are un- 
reasonable with the hope of plugging 
a yawning deficit. However, the 
Commission feels that the company is 
entitled to some relief and that the 
schedules of the company are suscep- 
tible to some increases without doing 
violence to the interest of the custom- 
ers of the petitioner. The Commis- 
sion believes that a fair and reason- 
able thing would be to permit the pe- 
titioner to apply a 5 per cent surcharge 
on Schedule No. 2 and a 10 per cent 
surcharge on Schedules Nos. 4 and 5. 

In view of the above, therefore, 

It is ordered: That effective on bill- 
ings for current which may be sold in 
July, 1942, and thereafter for the rest 
of the year the Northwest Carolina 
Utilities, Inc., is hereby authorized to 
apply a surcharge of 5 per cent to 
service supplied on Schedule No. 2 
and a 10 per cent surcharge on service 
supplied on Schedules Nos. 4 and 5. 
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UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA 


Chenery Corporation et al. 


Vv 


Securities and Exchange Commission 


[No. 8074.] 
(— App DC —, 128 F(2d) 303.) 


Corporations, § 16 — Officers and directors — Dealing in securities. 
1. An officer or director of a corporation is not the trustee of stockholders 
in dealing with one of them for the purchase of its stock as the term 
“trustee” is ordinarily used, but, at most, the relationship is a circumstance 
which may enter into the question of actionable fraud or deceit, p. 142, 
Corporations, § 16 — Officers and directors — Dealing in securities. 
2. Officers and directors of a holding company registered under the Holding 
Company Act are permitted to deal in its securities subject to the provisions 
of § 7, 15 USCA § 79g, which was intended to restrict a recognized existing 
right and place a definite and certain limitation on its exercise, p. 142. 
Commissions, § 17 — Jurisdiction and powers — Statutory limitations. 
3. The Securities and Exchange Commission cannot assume authority con- 
trary to the congressional intent even though the Commission’s view may be 
directed to a desirable end, since the question of policy is one for Congress 
and not for the Commission, and the Commission cannot expand or enlarge 
the terms of the act under which it operates, p. 148. 


(Mittrr, A. J., dissents.) 
[April 27, 1942.] 


ETITION for revicw of order of Securities and Exchange 
P- ommisston imposing a condition in connection with approval 
of a merger plan under the Holding Company Act; reversed and 
remanded. For decisions by Commission, see 41 PUR(NS) 
321, and 41 PUR(NS) 361. 


¥ 


APPEARANCES: Spencer Gordon, T. Lane, General Counsel, Christopher 
with whom William Merrick Parker M. Jenks, Assistant General Counsel, 
and William DuBose Sheldon, all of Lawrence S. Lesser, Special Counsel, 
Washington, D. C., were on the brief, and Frederick N. Jones, all of Wash- 
for petitioners. Fontaine C. Bradley, ington, D. C., were on the brief, all of 
of Washington, D. C., also entered an the Securities and Exchange Commis- 
appearance for petitioners. sion, for respondent. 

Homer Kripke, with whom Chester Charles E, Hughes, Jr., and Allen 
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S, Hubbard, both of New York city, assets were unimportant, and its entire 
by special leave of court, filed a brief outstanding stock was owned by Fed- 
on behalf of Federal Water and Gas eral. In November, 1937, Federal 
Corporation, as intervener. registered with the Commission, and 

Before Groner, Chief Justice, and on the same day filed an application 


Miller and Vinson, Associate Justices. pursuant to § 7 of the Public Utility 
Holding Company Act of 1935, 15 


GRONER, C. J.: pil ° petition USCA § 79g, for a voluntary reorgan- 
petiole pation —— _ to be accomplished, pursuant 
an : oe . ~ to the Delaware law, through an 
der the Public Vaity Holding Com- amendment to its charter reducing its 
pany Act of 1935. ‘ mie vache capital by a ratable reduction of the 
made on an sigan yao the stated values of its several stock is- 
se ger hy f : » 10r aP- sues. The purpose was to eliminate 

polders am proval of a plan of merger among it, capital deficit and thus to enable it 
© term Federal Water Service Corporation, to resume payment of dividends on its 
“rn Utility Operators Company, and Fed- preferred iedion:  Clan-Cicmammiaiben 
» 142, . i s ; 
) eral Water and Gas Corporation. FOO eae formally acted on the applica- 
eral Water Service Corporation (here- 4... noe on three other more or less 
— inafter called rence Ane oe similar plans proposed during the fol- 
xisting corporation, and at the ae * st lowing three years, because, in the 
the application dising the owner of se- opinion of the Commission, Federal’s 
curities of subsidiary water, gas, elec- capital was so reduced as to leave no 


tri, and ‘other properties. At the equity for the Class B stock which, 


sate time in question, Federal had outstand- 


ngress Mm mS $5,222,000 of 4 -cellapea: gold tinue with large voting power. This 
nlarge Mm debentures due 1954, four series of the Commission thought was inequi- 
a S 


approximately 160,000 shares of pre- table under § 11(b)(2) of the act, 15 
ferred stocks, a little more than half USCA § “Ok? , 


a million shares of Class A stock, and 
alike amount of Class B stock. Fed- 
eral’s balance sheet showed a capital 
deficit of approximately four million 
dollars, in consequence of which, un- 


under the proposed plans, was to con- 


In January, 1940, the supreme court 
of Delaware decided Havender v. Fed- 
eral United Corp. 11 A(2d) 331, the 
effect of which was to declare that 
der the laws of Delaware, the payment ‘nder Delaware law preferred stock, 
of dividends on any class of stock together with dividends in arrears 
was prohibited. Utility Operators thereon, might be converted into new 
Company (hereinafter called Utility) securities through a merger. Taking 
was a holding company owning all advantage of this opportunity for a 
the outstanding shares of Federal rearrangement of its capital structure, 
Class B Common stock and some 6,- Federal filed with the Commission, in 
500 shares of its preferred stock. March, 1940, a new application and 
Federal Water and Gas Corporation’s declaration setting forth a plan of re- 





115 USCA § 79a et seq. structure so as fairly to distribute the voting 
*The section provides that the Commission power of its securities. 
may require the company to readjust its 
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organization involving the merger of 
Utility and Federal Water and Gas 
into Federal. The former two filed 
declarations in accordance with the 
proposed merger. 

During the period from November, 
1937, when the first plan was filed, to 
June, 1940, some four months after 
the new plan was submitted, petition- 
ers, who are officers and directors of 
Federal, and Chenery, a corporation 
owned by some of them, purchased 
approximately 12,000 shares of a total 
issue of approximately 160,000 shares 
of Federal’s preferred stock. All of 
the purchases were currently reported 
to the Commission as required by § 17 
of the act.° 

The merger plan, which the Com- 
mission ultimately approved on condi- 
tions, contemplated the elimination of 
Class B stock and the conversion of 
the preferred stocks and Class A stock 
into new common stock with a new par 
value, the effect of which was to re- 
duce materially the capital of the cor- 
poration. The condition to which we 
have just referred was that no shares 
of the new common stock should be is- 
sued in exchange for shares of pre- 
ferred stock purchased in the 3- 


year period, 1937-1940, by any officer 
or director of the corporation; by 
that the shares so purchased should 
be surrendered to the new corporation 
upon payment to the purchasers (peti- 
tioners) of the cost price and 4 per 
cent interest from the date of pur- 
chase. The Commission imposed this 
condition because it was of the opin- 
ion that officers and directors of Fed- 
eral occupied, during the whole pend- 
ency of procedings before the Com- 
mission, a fiduciary relation to the cor- 
poration and to its shareholders, as the 
result of which the purchase of stock, 
even though made honestly and after 
full disclosure and at a fair price at 
a public sale, was detrimental to the 
“public interest.”” The Commission’s 


report points out that under tne pro- 
posed plan these shares would partici- 
pate on a parity with other shares of 


preferred stock, and this the Commis- 
sion thought ought not in the circum- 
stances to be allowed. The Commis- 
sion said that, while admittedly the 
directors did not hold title to the com- 
pany’s stock, they nevertheless owed 
a duty in dealings with the sharehold- 
ers as great as “that of a trustee who 
holds title to a res for the benefit of 





8“Section 17. [15 USCA § 79q.] (a) 
Every person who is an officer or director of 
a registered holding company shall file with 
the Commission in such form as the Com- 
mission shall prescribe (1) at the time of the 
registration of such holding company, or with- 
in ten days after such person becomes an of- 
ficer or director, a statement of the securities 
of such registered holding company or any 
subsidiary company thereof of which he is, 
directly or indirectly, the beneficial owner, 
and (2) within ten days after the close of 
each calendar month thereafter, if there has 
been any change in such ownership during 
such month, a statement of such ownership as 
of the close of such calendar month and of 
the changes in such ownership that have oc- 
curred during such calendar month. 

“(b) For the purpose of preventing the un- 
fair use of information which may have been 
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obtained by any such officer or director by 
reason of his relationship to such registered 
holding company or any subsidiary company 
thereof, any profit realized by any such officer 
or director from any purchase and sale, or 
any sale and purchase, of any security of 
such registered holding company or any sub- 
sidiary company thereof within any period of 
less than six months, unless such security was 
acquired in good faith in connection with a 
debt previously contracted, shall inure to and 
be recoverable by the holding company or 
subsidiary company in respect of the security 
of which such profit was realized, irrespective 
of any intention on the part of such officer 
or director in entering into such transaction 
to hold the security purchased or not to repur- 
chase the security sold for a period of more 
than six months. . . .” 
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his beneficiaries.” On this theory, it 
concluded that, since a “trustee” may 
not become the purchaser of property 
which he holds in trust, neither may 
the officers or directors of a corpora- 
tion, under any circumstances or con- 
ditions, purchase shares of stock pend- 
ing Commission proceedings. 

This brings us, then, to the ques- 
tion in the case, which is whether 
these purchases of stock, in the cir- 
cumstances narrated, were “detri- 
mental to the public interest or the in- 
terest of investors” within § 7 of the 
act.* 

Preliminary to the discussion of 
this question, it may be helpful to re- 
late briefly the conditions under which 
the stock was purchased. When the 
first plan was proposed, members of 
the Commission’s staff objected to the 
retention of voting power in Federal 
by its Class B common stock, substan- 
tially all of which belonged to Utility 
Operators Company, which in turn 
was controlled by officers and directors 
of Federal. This opposition held in 
suspense for two and a half years the 
proposed plan and various subsequent- 
ly suggested amendments. Notice of 
the Commission’s position in this re- 
gard was made public both by the 
Commission and Federal, and it is 


agreed was known and understood by 
stockholders or investors. Realizing 
that if the Commission persisted in this 
stand the officers and employees of 
Federal who had invested in this class 
of stock would find themselves with- 
out either a stake or influence in the 
company they had helped create and 
by which they were employed, Chen- 
ery, president of Federal, suggested to 
many of them that they use what mon- 
ey they could spare to buy preferred 
stock, stating that he would follow 
the same course. This resulted in 
purchases over a period of two and a 
half to three years on the part of vari- 
ous officers and directors of the corpo- 
ration. The average purchase of each 
of the sixteen officers and directors, 
other than Chenery and one Vanden- 
berg was around 130 shares. Chen- 
ery, for the account of a family cor- 
poration controlled by him, purchased 
approximately 8,000 shares, of which 
a lot of 2,700 shares was not a pur- 
chase but an exchange for $100,000 of 
Federal’s prior debenture gold bonds, 
and as to which the other party to the 
transaction testified that he preferred 
to have the bonds to the stock “and 
today I am very much delighted we 
made the trade.” The remaining di- 
rector, Vandenberg, who at the time 





= Utility Holding Company Act of 


“Section 6. [79f.] (a) Except in accord- 
ance with a declaration effective under § 7 
[79g] and with the order under such section 
permitting such declaration to become effec- 
tive, it shal! be unlawful for any registered 
holding company or subsidiary company 
thereof, by use of the mails or any means or 
instrumentality of interstate commerce, or oth- 
etwise, directly or indirectly (1) to issue or 
sell any security of such company; or (2) to 
exercise any privilege or right to alter the 
Priorities, preferences, voting power, or other 
tights of the holders of an outstanding secu- 
nity of such company. 

* * * * * * * 


“Section 7. [79g.] (a) A registered holding 
company or subsidiary company thereof may 
file a declaration with the Commission, re- 
garding any of the acts enumerated in sub- 
section (a) of § 6 [79f of this chapter]. 

* x # * * * * 

“(d) If the requirements of subsections (c) 
and (g) are satisfied, the Commission shall 
permit a declaration regarding the issue or 
sale of a security to become effective unless 
the Commission finds that 

“(6) the terms and conditions of the issue 
or sale of the security are detrimental to the 
public interest or the interest of investors or 
consumers.” 
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of the merger—we gather from the 
record—had ceased to be an officer 
and director of the corporation, pur- 
chased in the open market approxi- 
mately 1,700 shares. 

The Commission’s brief and argu- 
ment in this court explicitly declare 
that the conclusion to outlaw this stock 
is not “predicated on any finding that 
petitioners defrauded or failed to 
make the fullest disclosure to the 
stockholders from whom they pur- 
chased the shares in question.” On 
the contrary, the Commission, very 
properly, admits that the transactions 
complained of were consummated 
without “any ulterior purpose” and 
equally without any intention to prof- 
it personally “in the consummation 
of the plan through having traded 
while the proceedings were pending.” 
We have, therefore, a case in which 
the facts are agreed, the good faith 
of petitioners admitted, and the de- 
cision based squarely on the assump- 
tion that the purchase of securities of 
a corporation by its officers or directors 
for their own account, pending action 
on an application for approval of a 
merger, is “detrimental to the public 
interest” as that phrase is used in § 7 
(d) (6) of the act. It is true that 
the Commission in its brief refers also 
to the standard “fair and equitable” 
applicable under § 11(e) of the act; 
but if there is a substantial distinction 
in meaning or purpose between the 
phrase “detrimental to . . . the 
interest of investors or consumers” 
and the phrase, not “fair and equita- 
ble to the persons affected by such 
plan,’—which we think is not the 
case,—the fact is that the proceedings 
in the present case were conducted un- 
der § 7 of the act and the decision ex- 


pressly rendered under that section 
though the Commission says its con. 
clusion would be the same whether the 
application is considered under the 
standards of § 7 or of § 11. And to 
this may be added, that there is no find. 
ing that the acts of petitioners in this 
case are unfair or inequitable “to the 
persons affected” by the plan, but the 
contrary. 

[1, 2] Obviously, therefore, the 
answer to our question must be found 
in the light of the standards the stat- 
ute prescribes, as like or similar 
“standards” have been interpreted or 
explained by the courts. In this view, 
if we are brought to conclude that 
there was at the time no regulation of 
the Commission, no provision of the 
statute, and no rule of common law 
or equity prohibiting the purchase of 
stock by an officer or director of a 
corporation during the pendency of 
the proceedings we are concerned 
with; and if there is superadded to 
this a showing of honesty, good faith, 
and equal knowledge on the part of 
the sellers, of all the facts and cir- 
cumstances having any relation to the 
transaction, all of which the Commis- 
sion concedes, it would seem logically 
to follow that the action of the Com- 
mission in applying the rule it did was 
an erroneous assumption of power 
and an invasion of the legislative field. 
This brings us, then, to consider 
whether there is any statute, regula- 
tion, or rule of common law or equi- 
ty which proscribes the present trans- 
actions. 

There is no disputing the proposi- 
tion that under the laws of Delaware 
the purchase of the shares of stock 
in a corporation by a director is entire- 
ly legal and proper. Cahall v. Lofland 
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(1921) 12 Del Ch 299, 114 Atl 224; 
Dupont v. Dupont (1919) 256 Fed 
129, certiorari denied (1919) 250 
US 642, 63 L ed 1185, 39 S Ct 492. 
This is also the rule in practically all 
of the other states. The great weight 
of authority is that a director is not 
the trustee of stockholders in dealing 
with one of them for the purchase of 
his stock, as the term “trustee” is or- 
dinarily used. At most, the relation- 
ship is a circumstance which may en- 
ter into the question of actionable 
fraud or deceit.°> The textwriters, too, 
all agree that the general rule is that, 
while directors occupy a trust relation 
to the corporation, the same relation 
does not exist as to stockholders—at 
least in the sale and purchase of their 
stock. Fletcher on Corporations, 


§ 1168; Thompson on Corporations, 
§ 1258; Cook on Corporations (4th 
Ed.) 622; Taylor on Corporations 


(5th Ed.) § 698; Beach on Corpora- 
tions, §§ 246, 614. Indeed, so far as 
we are able to find, no case has gone to 
the length of holding a director ac- 
countable to a stockholder in the pur- 
chase and sale of shares of stock ex- 
cept where fraud or some form of ov- 
etreaching is shown as the inducing 
cause of the transaction. Admittedly, 
there is no rule or regulation of the 
Commission on the subject, nor has 
the Commission ever before sought to 





5Steinfela v. Nielsen (1913) 15 Ariz 424, 
139 Pac 879; Bacon v. Soule (1912) 19 Cal 
App 428, 126 Pac 384; Hooker v. Midland 
Steel Co. (1905) 215 Ill 444, 74 NE 445, 106 
Am St Rep 170; Board of Comrs. of Tippe- 
canoe v. Reynolds (1873) 44 Ind 509, 15 Am 
Rep 245; Waller v. Hodge (1926) 214 Ky 
705, 283 SW 1047; In Re Shreveport Nation- 
al Bank (1907) 118 La 664, 43 So 270; 
Balabon v. Hay (1929) 269 Mass 401, 169 NE 
268; Walsh v. Goulden (1902) 130 Mich 531, 
9 NW 406; Seitz v. Frey (1922) 152 Minn 
170, 188 NW 266; Wann v. Scullin (1908) 
210 Mo 429, 109 SW 688; Crowell v. Jackson 


enforce an order like the present one. 
No stronger proof of this can be in- 
stanced than the language of the Com- 
mission’s March, 1941, report, 41 
PUR(NS) 321, 345, where for the 
first time the right of the purchasers 
of the stock was questioned in these 
words: 

“We believe that a formula should 
be devised which will limit the partici- 
pation of the preferred stock pur- 
chased by the management to an 
amount which takes into account the 
purchase prices paid, plus accumulated 
dividends since the dates of the re- 
spective purchases. We do not now 
attempt to indicate what that formula 
should be, since the matter is compli- 
cated by the fact that the apportion- 
ment of stock among the several series 
of preferred stocks is to be based upon 
their respective dividend rates and div- 
idend accumulations rather than upon 
their liquidation values. Our staff 
will be available for consultation with 
Federal with respect to this matter, 
and we shall give further considera- 
tion to this question if and when Fed- 
eral files amendments to its proposal.” 

Why in the Commission’s subse- 
quent report the phrase “purchase 
price plus accumulated dividends” was 
deleted and “cost plus 4 per cent” 
adopted in its place, we have no means 
of knowing, but the language we have 





(1891) 53 NJL 656, 23 Atl 426; Carpenter v. 
Danforth (1868) 52 Barb. (NY) 581; Krum- 
bhaar v. Griffiths (1892) 151 Pa 223, 25 Atl 
64; Commonwealth Title Ins. & Trust Co. v. 
Seltzer (1910) 227 Pa 410, 76 Atl 77, 136 
Am St Rep 896; Fisher v. Budlong (1873) 
10 RI 525; Deaderick v. Wilson (1874) 8 
Baxt (67 Tenn) 108; Haarstick v. Fox 
(1893) 9 Utah 110, 33 Pac 251; O’Neile v. 
Ternes (1903) 32 Wash 528, 73 Pac 692; 
Voellmeck v. Harding (1931) 166 Wash 93, 
6 P(2d) 373; Poole v. Camden (1916) 79 W 
Va 310, 92 SE 454, LRAI9I7E 988. 
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quoted and the facts we have recited 
unmistakably show that in what is 
proposed the Commission was adven- 
turing with uncertain steps into a 
brand new field in which there was 
neither guide nor compass in the act 
or in any administrative practice, ei- 
ther in the Commission or elsewhere. 

Certainly this expansion of power 
cannot be said to conform to the Sen- 
ate Committee’s admonition in report- 
ing the Securities and Exchange Act, 
that the Commission’s authority must 
be administered within the well-de- 
fined limits of the act. 

Nor is there anything in the act 
which changes the established rule, ex- 
cept to the extent we are about to men- 
tion. During its consideration by 
Congress, there was much discussion 
on the subject of the use by corporate 
officers of inside information in deal- 


ing in its shares. The discussion was 


general and exhaustive. After ex- 
tended hearings, Congress settled the 
problem in § 17 of the act, by requir- 
ing every officer or director of a reg- 
istered holding company to report 
within ten days a statement of the 
securities owned by him in the com- 
pany or in a subsidiary and, within 
ten days after the beginning of each 
month, to make a like report showing 
all purchases and sales. This was ob- 
viously for purposes of publicity. To 
prevent the unfair use of “inside in- 
formation” by the management, Con- 
gress further enacted that any profit 
derived from any purchase and sale or 
sale and purchase within any holding 
period of less than six months should 
inure to the corporation. Senator 
Fletcher, in reporting the Securities 
Exchange .Act of 1934, 15 USCA 
§ 78a et seq., from which § 17 of the 
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Public Utility Act of 1935 was bodi- 
ly taken, said of that section: 

“The bill further aims to protect 
the interests of the public by prevent- 
ing directors, officers, and principal 
stockholders of a corporation, the 
stock of which is traded in on ex. 
changes, from speculating in the stock 
on the basis of information not avail- 
able to others. Any change in the 
holdings of such insiders must be re- 
ported to the Commission, and profits 
realized from the purchase and sale, 
or the sale and purchase of an equity 
security within a period of less than 6 
months are recoverable by the corpo- 
ration. Such a provision will render 
difficult or impossible the kind of 
transactions which were frequently de- 
scribed to the committee, where di- 
rectors and large stockholders partici- 
pated in pools trading in the stock of 
their own companies, with the benefit 
of advance information regarding an 
increase or resumption of dividends 
in some cases, and the passing of divi- 
dends in others. 

“The principal objection directed 
against the provisions for corporate 
reporting is that they constitute a 
veiled attempt to invest a govern- 
mental commission with the power to 
interfere in the management of corpo- 
rations. The committee has no such 
intention, and feels that the bill fur- 
nishes no justification for such an in- 
terpretation. To make this point 
abundantly clear, § 13(d) specifically 
provides that nothing in the act shall 
be construed to authorize interference 
with the management of corporate af- 
fairs.’ 

Clearly, the enactment of § 17 was 


6 Senate Report No. 792, 73d Cong., 2d 
Sess., pp. 9, 10. 
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intended to restrict a recognized exist- 
ing right and place a definite and cer- 
tain limitation on its exercise. But 
subject to its provisions, officers and 
directors of a corporation are permit- 
ted to deal in its securities. Of this, 
and of the exercise of the right, day 
after day, without question, there can 
be no manner of doubt. And this is 
just a recognition by Congress of the 
rule that, while officers and directors 
are trustees for stockholders as a body 
with respect to the business and prop- 
aty of the corporation and in the 
management of its affairs, they are 
not trustees—in the sense we are con- 
erned with here—to the individual 
stockholder, since they have no con- 
trol over his shares. Strong v. Repide 
(1909) 213 US 419, 431, 53 L ed 
853, 29'S Ct 521; Bisbee v. Midland 
Linseed Products Co. (1927) 19 
F(2d) 24; Dunnett v. Arn (1934) 71 
F(2d) 912; Bawden v. Taylor (1912) 
254 Ill 464, 98 NE 941; Anchor Real- 
ty & Investment Co. v. Rafferty 
(1941) 308 Ill App 484, 32 NE(2d) 
394; Seitz v. Frey, supra. Of course, 
they may not manipulate the affairs of 
the corporation in the interest of them- 
selves or one group of stockholders to 
the hurt of another, and many courts 
recognize the duty of full and free dis- 
closure in advance of transactions in- 
volving a transfer of shares of the 
corporation. But the rule goes no fur- 
ther. Strong v. Repide, supra; Trip- 
pett v. Polaris Iron Co. (1940) 110 
F(2d) 362; Westwood v. Continental 
Can Co. (1935) 80 F(2d) 494. In 
applying the rule, courts have held 
that an officer may not purchase se- 
curities of the corporation without 
disclosing special facts of which he 
has knowledge and which tend to af- 
(10) 


fect the value of the securities. But 
these exceptions and the limitations 
prescribed by Congress to the general 
rule are inapplicable here, for it is ad- 
mitted that there was a full and free 
disclosure before any purchases were 
made, the exercise of the utmost good 
faith throughout, due report to the 
Commission, the expiration of years, 
rather than months, after purchase, 
and no sale. The Commission, how- 
ever, considers these facts immaterial. 
It says that “honesty, full disclosure, 
and purchase at a fair price” are not 
enough; that in submitting to the 
Commission a voluntary reorganiza- 
tion plan the directors occupy a fiduci- 
ary position toward all the security 
holders; and that, notwithstanding . 
the fairness of the plan submitted and 
the exercise of the utmost good faith 
in its submission, the very fact that 
it was initiated by the directors places 
them in the category of a “stockhold- 
ers’ protective committee” or a “stock- 
holders’ reorganization committee,” as 
to which the rule is that they may not 
deal in the securities committed to 
their care. 

Authority for this, the Commission 
seeks to find in two distinct types of 
cases. Representative of the first, is 
Pepper v. Litton (1939) 308 US 295, 
84 L ed 281, 60 S Ct 238, followed 
by American United Mut. Life Ins. 
Co. v. Avon Park (1940) 311 US 
138, 85 L ed 91, 61 S Ct 157, 136 
ALR 860, and Woods v. City Natl. 
Bank & Trust Co. (1941) 312 US 
262, 85 L ed 820, 61 S Ct 493. The 
Pepper Case involved a “planned and 
fraudulent scheme” [(1939) 308 US 
295, 84 L ed 281, 60 S Ct 238] by the 
dominant stockholder of a corporation 
to defraud other creditors in prose- 
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cuting an alleged claim for accrued 
salary. The Avon Park Case, supra, 
involved a fiscal agent of a municipal- 
ity who was also a creditor, and who 
concealed this dual relationship from 
other creditors. In the Woods Case, 
counsel representing conflicting inter- 
ests was asking compensation for 
services in the litigation. Further- 
more, all three cases arose under the 
national bankruptcy law. 

In the Pepper Case, supra, Mr. Jus- 
tice Douglas announced certain gen- 
eral rules applicable under the equi- 
table powers of the bankruptcy court, 
which were later—speaking generally 
—adopted and approved in the other 
two cases. He said: 

“A director is a fiduciary. Twin- 
Lick Oil Co. v. Marbury (1876) 91 
US 587, 23 L ed 328. So is a domi- 
nant or controlling stockholder or 
group of stockholders. Southern P. 
Co. v. Bogert (1919) 250 US 483, 63 
L ed 1099, 39 S Ct 533. Their pow- 
ers are powers in trust. Their 
dealings with the corporation are sub- 
jected to rigorous scrutiny and where 
any of their contracts or engagements 
with the corporation is challenged the 
burden is on the director or stock- 
holder not only to prove the good faith 
of the transaction but also to show its 
inherent fairness from the viewpoint 
of the corporation and those interest- 
ed therein. Geddes v. Anaconda Cop- 
per Mining Co. (1921) 254 US 590, 
65 L ed 425, 41 S Ct 209. The es- 
sence of the test is whether or not 
under all the circumstances the trans- 
action carries the earmarks of an 
arm’s length bargain. If it does not, 
equity will set it aside.” 

There can be no quarrel with this 
statement, and we have always so un- 
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derstood the law to be. The question 
is its application in the facts of this 
case. Granting that a director is a 
fiduciary as to his dealings with the 
corporation, is very far from saying 
that a director may not purchase 
shares of the corporation, and the Su. 
preme Court has said nothing to that 
effect. Indeed, that it had no such 
purpose is shown by the “test” which 
it applies to determine the legality of 
a transaction between a director and 
the corporation itself, namely, that it 
shall be “an arm’s length bargain.” 
Applying that formula here, the Com- 
mission itself has taken the case out of 
the category of transactions which | 
cannot stand, for it admits that this 

was an “arm’s length bargain.” More- 

over, this is not a bankruptcy case nor 

a case for the intervention of the 

equitable powers of the bankruptcy 

court. Though again, it is difficult to 

see that, if it were, that fact, in the 

circumstances we are considering, 

would make a difference. 

In the second class of cases to which 
we have referred and to which the 
Commission seeks to liken petitioners, 
Re Paramount Publix Corp.” is an ex- 
ample; but we think the resemblance 
is too attenuated to be real, for in that 
case an unqualified rule against trad- 
ing in the shares of a bankrupt corpo- 
ration was distinctly placed on the 
ground that, having assumed the duty 
of representing the depositing stock- 
holders, the committee became the al- 
ter ego of the shareholder and was 
bound, as an attorney would be, by an 
obligation to refrain from dealing 
with the properties committed to his 
care. In that case, as in the case of 





7 (1935) 12 F Supp 823. 
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Re Republic Gas Corp.,® the individual 
security holders had deposited their 
securities under a power of attorney 
which conferred on the committee 
comprehensive powers, including au- 
thority to take all steps necessary to a 
reorganization and also the power to 
fx their own compensation. This, as 
the Supreme Court said in Bullard v. 
Cisco (1933) 290 US 179, 54 S Ct 
177, 180, 78 L ed 254, 93 ALR 141, 
was the equivalent of depositing the 
securities “into an express trust—to 
be managed and administered by . . . 
trustees, for the purpose of conserv- 
ing, salvaging, and adjusting the in- 
vestment. .’ But the pattern in 
this case bears no resemblance to that. 
The difference between petitioners and 
a stockholders’ committee created to 
protect its members in winding up or 
reorganizing an insolvent corporation 
is striking and obvious. Here, as to 
the purchases made by petitioners, 
there is no express trust in which pe- 
titioners are trustees, nor are petition- 
ers agents of, nor do they speak for, 
the shareholders in the proceedings be- 
fore the Commission. They merely 
propose the plan—as to which, of 
course, honesty and fair dealing must 
be shown—and in the present instance 
is admitted. The approval is for the 
Commission, and the confirmation is 
by act of the stockholders in accord- 
ance with state law and in which two- 
thirds must agree, with the right on 
the part of a dissenting stockholder to 
have an appraisement and the value of 
his shares in cash. The directors’ 
functions are thus wholly different 
from those of the reorganization com- 
mittees, to which the courts apply the 
tule of trustee and beneficiary. 





$(1936) 35 F Supp 300. 
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Here we have a case in which the 
record shows a going corporation with 
large assets and a money-making rec- 
ord, but which, by losses in previous 
years, had sustained a capital deficit 
which prevented the carrying out of 
its obligations to its preferred stock- 
holders. Its directors, with the ob- 
ject of a resumption of dividends, pro- 
posed a plan valid under the applica- 
ble state law, for the ratable reduction 
of its capital structure, the result of 
which would have been, if approved 
by the Commission and stockholders 
alike, to leave the equities precisely as 
they were in the beginning. Pending 
action by the Commission, practically 
the entire issue of each class of pre- 
ferred stock changed hands in the open 
market, and there was full knowledge 
or opportunity of knowledge on the 
part of buyer and seller alike of the 
exact situation. The position of pe- 
titioners in this respect was the same 
—no better, no worse—than the posi- 
tion of the other buyers of the stocks. 
The Commission informally refused 
to give its approval to the plan or the 
various amendments proposed from 
time to time, as it had a right to do. 
A new and different plan was then 
proposed, to which the Commission 
gave approval, and authorized a cor- 
porate meeting that the stockholders 
might express their wish to adopt or 
to reject it. During all of this time, 
some officers of the company, to pro- 
tect their investments in the company, 
purchased in good faith, in the open 
market, approximately 74 per cent 
of the preferred stock, and as each 
purchase was made, reported its terms 
to the Commission, as the act required, 
and the Commission, without protest, 
released notice of the same to the 
44 PUR(NS) 
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public. But in its final approval, the 
Commission, solely for the reason that 
these purchases were made by men who 
occupied an official relation to the com- 
pany, says the transaction is unlawful, 
and accordingly places the participants 
in a less favorable position than the 
hundreds of private purchasers who 
acquired their shares on exactly the 
same basis. 

[3] This position the Commission 
defends, not on the ground that the 
act of Congress authorizes the ex- 
ertion by it of such power, but upon a 
rule of convenience which the Com- 
mission is of opinion should obtain. 
Starting with the premise, which near- 
ly everyone admits, that there have 
been abuses by officers and directors of 
corporations in the manipulation of 
the stocks of their corporation, in the 
suppression of information in rela- 
tion to the financial condition of the 
corporation, and in the use of informa- 
tion not generally available, the Com- 
mission says that it is better that the 
cause of this evil should be prohibited 
than that the Commission should be 
relied upon to apply the remedy in 
particular cases by inquiring into all 
the circumstances of the case to deter- 
mine whether there has or has not 
been fraud in fact. Since the Com- 
mission would, and in this case has, 
substituted a rule of its own for that 
which Congress, after considering the 
subject in all of its various angles, 
covered in § 17 of the act, the ques- 
tion narrows itself to the validity of 
this Commission action. And we 
think that question must, on reason 
and authority, be answered negative- 
ly. This apparently was also the view 
of the Commission until it cut the 
Gordian knot in the present case, for 
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in its report of August 7, 1941, rep. 
ommending amendments, it acknowl. 
edged that: 

“Tt is only when the insider makes, 
profit within the relatively short period 
of six months that this profit is re. 
quired to be turned over to the corpo. 
ration.” 

And that the Commission thought 
this was sufficient to strike at the root 
of the evil is shown by the statement 
of Chairman Purcell to the House 
Committee on Interstate Commerce 
(January 23, 1942), “that Congress 
was wise in seeking to deal with the 
problem” covered by § 17 (16 in S. 
curities Act) “by expressly prohibit- 
ing only the most prevalent form of 
the abuse of inside information— 
trading designed to take quick profits 
from short term market fluctuations.” 
And yet the Commission proposes to 
annul, not transactions growing out 
of an abuse of inside information, but 
transactions as to which both buyer 
and seller were equally informed of the 
facts,—not trading designed to take 
quick profits from short-term market 
fluctuations, but trading for invest- 
ment by one whose income depended 
at least in part upon the success of the 
corporation of which he was an officer. 

That this assumption of authority 
is contrary to the congressional intent, 
we think we have shown, and that such 
assumption was never contemplated 
by Congress is clear in the report of 
Senator Fletcher, to which we have 
referred, where he says: 

“Of course, well-defined limits 
must be indicated within which the 
authority of such administrative at- 
thority may be exercised.” 

We have pointed out these limits, 
and now to hold with the Commission 
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would require us to say that a transac- 
tion which the general law recognizes 
as lawful, and to which Congress for 
reasons of its own has attached condi- 
tions, is detrimental to the public wel- 
fare, notwithstanding no breach of 
the conditions is shown. In our opin- 
jon, in the enactment of § 7, the con- 
gressional phrase “detrimental to the 
public interest” was never intended to 
proscribe an investment made under 
these circumstances. 

In expressing this opinion, we are 
not saying that the Commission’s view 
isnot directed to a desirable end. As 
to that, opinions of men of experience 
and probity and judgment will differ 
widely. But, if the Commission’s ob- 
jective is to be attained, it should be 
only after the pros and cons have been 
carefully weighed in their relation, re- 
spectively, to the dangers and the bene- 
fits, and the scales should be controlled 
by Congress and not by the Commis- 
sion. In short, all that we hold is that 
this vital question of policy is one for 
the Congress and not for the Com- 
mission. Until Congress acts to 
change the standard it has expressly 
set up in the act, action by the Com- 
mission to expand or enlarge its terms, 
and to make such expansion or en- 
largement apply to transactions three 
years old, is, we think, with great def- 
erence to the Commission, neither 
more nor less than retrospective legis- 
lation. 

The order of the Commission is, 
therefore, reversed and the cause re- 
manded to the Commission for action 
in accordance with this opinion. 

Reversed and remanded. 


The 


Mitter, A. J., dissenting: 
delay in approval by the Commission 
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of petitioners’ plan is adequately ex- 
plained by the following considera- 
tions: (1) During the intervening 
4-year period four plans—fourteen 
times amended—were submitted to 
the Commission; (2) but only in the 
last plan as finally amended was pro- 
vision made for the elimination of 
the Class B stock; (3) this Class B 
stock controlled the voting power of 
the corporation; (4) it also constitut- 
ed petitioners’ main interest in the en- 
terprise and they were the dominant 
stockholders because of their control 
of it; (5) petitioners do not now 
question the power of the Commission 
to find that the Class B stock repre- 
sented no real equity and that it would 
have been unfair and inequitable to 
the other stockholders if it had not 
been eliminated; (6) whatever may 
have been the motive or the reason for 
so long delaying the elimination of 
the Class B stock, it was through no 
misconduct or nonfeasance upon the 
part of the Commission; (7) the law 
gave to petitioners the initiative in 
preparing and presenting to the Com- 
mission an acceptable plan; (8) and 
it gave to petitioners the privilege of 
not carrying out the plan even after 
approval. 

The question presented for our de- 
cision is whether the Commission had 
power to impose, as a condition of ap- 
proval of the plan as finally present- 
ed, a limitation upon the extent to 
which petitioners may profit from the 
purchase, during the intervening 4- 
year period, of other stock of the cor- 
poration. The statute provides specifi- 
cally that: “Any order permitting a 
declaration to become effective may 
contain such terms and conditions as 
the Commission finds necessary to as- 
44 PUR(NS) 
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sure compliance with the conditions 
specified in this section.”? [Italics 
supplied.] The Commission found it 
necessary to impose the protested con- 
dition in order to secure compliance 
with the italicized language of the fol- 
lowing broad specification of the stat- 
me: ™. the Commission shall 
permit a declaration to become effec- 
tive regarding the exercise of a privi- 
lege or right to alter the priorities, 
preferences, voting power, or other 
rights of the holders of an outstand- 
ing security unless the Commission 
finds that such exercise of such privi- 
lege or right will result in an unfair 
or inequitable distribution of voting 
power among holders of the securi- 
ties of the declarant or is otherwise 
detrimental to the public interest or 
the interest of investors or consum- 
ers.’ * [Italics supplied. ] 


I see no reason for questioning 
the Commission’s finding or for limit- 
ing the broad language of the statute 
as the majority opinion proposes to 
do. The statute vested a large discre- 


tion in the Commission. It is a rule 


of long standing that the exercise of 
such discretion should not be disturbed 
except where it has been abused.® The 
Supreme Court has admonished 1; 
on several occasions that the judicial 
function is a limited one, quickly ex. 
hausted,* and that courts should not 
lightly interfere with the performance 
of administrative duties by the agen. 
cies which Congress has created for 
that purpose.’ Courts and Commis. 
sions should play a co6rdinate rdle in 
the administration of justice.’ 
Whether the conduct of petitioners 
in the present case would be proscribed 
or permitted by any rule of common 
law or equity, declared by any court 
prior to adoption of the acts which 
created, implemented, and empowered 
the Commission, is of small signifi- 
cance. While it may be entirely prop- 
er to look to the common law for defi- 
nition when the context of a statute 
so requires,’ it is improper to do so 
when the statute deliberately departs 
from the common-law definition’ or 
when its purpose would be defeated 
by adherence to a common-law rule’ 





149 Stat 817, 15 USCA § 79g¢(f). 

249 Stat. 816, 15 USCA § 79g(e). 

3 Interstate Commerce Commission v. II- 
linois C. R. Co. (1910) 215 US 452, 470, 54 
L ed 280, 30 S Ct 155; Alabama Power Co. v. 
Federal Power Commission (1942) — App 
DC —, — PUR(NS) —, 128 F(2d) 280. 

4 Rochester Teleph. Corp. v. United States 
(1939) 307 US 125, 139, 140, 83 L ed 1147, 
28 PUR(NS) 78, 59 S Ct 754; Mississippi 
Valley Barge Line Co. v. United States 
(1934) 292 US 282, 286, 287, 78 L ed 1260, 
4 PUR(NS) 211, 54 S Ct 692; Federal Com- 
munications Commission v. Pottsville Broad- 
casting Co. (1940) 309 US 134, 145, 84 L ed 
656, 33 PUR(NS) 75, 60 S Ct 437. 

5 Board of Trade v. United States (1942) 
314 US 534, 86 L ed —, 62 S Ct 366. 

6 Scripps-Howard Radio v. Federal Com- 
munications Commission (1942) — US —, 86 
L ed —, 43 PUR(NS) 449, 62 S Ct 875; 
United States v. Morgan (1939) 307 US 183, 
191, 83 L ed 1211, 29 PUR(NS) 47, 59 S Ct 
795; Id. (1941) 313 US 409, 422, 85 L ed 


44 PUR(NS) 


1429, 40 PUR(NS) 439, 61 S Ct 999; Fed- 
eral Communications Commission v. Pottsville 
Broadcasting Co. (1940) 309 US 134, 146, 
84 L ed 656, 33 PUR(NS) 75, 60 S Ct 437. 

7See Apex Hosiery Co. v. Leader (1940) 
310 US 469, 494-498, 84 L ed 1311, 60 S Ct 
982, 128 ALR 1044; United States v. Amer- 
ican Medical Asso. (1940) 72 App DC 12, 
16, 110 F(2d) 703-707, certiorari denied 
(1940) 310 US 644, 84 L ed 1411, 60S Ct 
1096; United States v. Cardish (1906) 143 
Fed 640, 642; Oliver v. United States (1916) 
230 Fed 971, 973, certiorari denied (1916) 
241 US 670, 60 L ed 1230, 36 S Ct 721. 

8 Federal Trade Commission v. Keppel (R. 
F.) & Bro. (1931) 291 US 304, 310-312, 728 
L ed 814, 54 S Ct 423, 79 ALR 1191. 

9 Philadelphia, B. & W. R. Co. v. Tucker 
(1910) 35 App DC 123, 148, LRA1915C 39, 
affirmed (1911) 220 US 608, 55 L ed 60/, 
31 S Ct 725; Commissioner of Internal Rev- 
enue v. Marshall (1942) 125 F(2d)_ 943, 945; 
Missel v. Overnight Motor Transp. Co. (1942) 
126 F(2d) 98, 102, 103. 
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A closely related example is found in 
the Federal Trade Commission Act. 
15 USCA § 41 et seq. Justice Stone, 
speaking for the Supreme Court in 
Federal Trade Commission v. Keppel 
(R.F.) & Bro., Inc., used language 
strikingly pertinent to the present case: 


“The common law afforded a defi- 
nition of unfair competition and, be- 
fore the enactment of the Federal 
Trade Commission Act, the Sherman 
Anti-Trust Act (15 USCA §8§ 1-7, 
15 note) had laid its inhibition upon 
combinations to restrain or monopolize 
interstate commerce which the courts 
had construed to include restraints 
upon competition in interstate com- 
merce. It would not have been a 
dificult feat of draftsmanship to have 
restricted the operation of the Trade 
Commission Act to those methods of 
competition in interstate commerce 
which are forbidden at common law or 
which are likely to grow into viola- 
tions of the Sherman Acct, if that had 
been the purpose of the legislation. 

As proposed by the Senate 
Committee on Interstate Commerce 
and as introduced in the Senate, the 
bill which ultimately became the Fed- 
eral Trade Commission Act declared 
‘unfair competition’ to be unlawful. 
But it was because the meaning which 


the common law had given to those 
words was deemed too narrow that 
the broader and more flexible phrase 
‘unfair methods of competition’ was 
substituted. Congress, in defining 
the powers of the Commission, thus 
advisedly adopted a phrase which, as 
this court has said, does not ‘admit of 
precise definition but the meaning and 
application of which must be arrived 
at by what this court elsewhere has 
called “the gradual process of judicial 
inclusion and exclusion.”’” The 
broad and far-reaching standard of 
public interest which is declared in the 
present act, has been used by Congress 
in earlier legisiation and has been lib- 
erally interpreted by the Supreme 
Court to accomplish the statutory pur- 
pose. A good example is found in 
the Transportation Act of 1920," as 
interpreted in such cases as United 
States v. Lowden,” and Interstate 
Commerce Commission v. Railway 
Labor Executives Asso.¥ 

In the present case, therefore, as in 
the instances to which reference has 
been made, courts are obliged to in- 
terpret statutory revisions of common 
law in such manner as to achieve, 
rather than to defeat their purposes ;™ 
regardless of the extent to which they 
may seem to depart from the old com- 





10 (1931) 291 US 304, 310-312, 78 L ed 814, 
54S Ct 423, 425, 79 ALR 1191. 
141 Stat. 477, § 402(18), 49 USCA § 1 
a tsa at page 481, § 407(5) (6), 49 
12 (1939) 38 US —~ 231, 232, 238, 240, 
84 L ed 208, 60 S Ct 
18 (1942) — US —, | L ed —; 62 S Ct 
717. See also, Pacific’ Gas & E. Co. v. Secu- 
ao es & Exchange Commission (1942) 127 F 
378 

¢ Philadelphia, B. & W. R. Co. v. Tucker 
(1910) 35 App DC 123, 148, — Fed —, LRA 
1915C, 39, affirmed (1911) 220 US 608, aS 
Ct 725, 55 L ed 607; United States v. Amer- 
ican Trucking Assocs. (1940) 310 US 534, 
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542, 544, 84 L ed 1345, 35 PUR(NS) 486, 60 
S Ct 1059, 1063: “In the interpretation of 
statutes, the function of the courts is easily 
stated. It is to construe the language so as 
to give effect to the intent of Congress , 
Emphasis should be laid, too, upon the neces- 
sity for appraisal of the purposes as a whole 
of Congress in analyzing the meaning of 
clauses or sections of general acts.” 

See also, Federal Trade Commission v. 
Bunte Bros. (1941) 312 US 349, 351, 85 L ed 
Sl ot S:Ct 580 See: the con- 
struction of every such statute presents a 
unique problem in which words derive vitality 
from the aim and nature of the specific legis- 
lation.” 
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mon law moorings.” An examina- 
tion of the applicable law and the Com- 
mittee Reports,” in the present case, 
reveals that it was the intention of 
Congress to work sweeping changes 
in theretofore existing rules gov- 
erning corporate management, finan- 
cing, and reorganization.” Those 
changes are as far-reaching in their 
implications as was the abandonment 
of the common law rule of assump- 
tion of risk and the fellow-servant 
rule, which resulted from enactment 


of workmen’s compensation and ip. 
dustrial accident legislation.” Here 
as there, the purpose was to protect 
little people against the aggressions 
of the dominant group. Consequent- 
ly, we should look for analogies to 
other branches of the law in which the 
legal relationships more nearly ap. 
proximate those which Congress in- 
tended should exist henceforth in the 
management, administration, and re- 
organization of public utility holding 
companies. 





15 Pennsylvania Indemnity Fire Corp. v. 
Aldridge (1941) 73 App DC 161, 117 F(2d) 
774, 133 ALR 914. 

16 Sen. Rep. No. 792, 73d Cong., 2d Sess. 
(1934) 1-21. See particularly [p. 3]: “The 
record compiled by the committee for the 
first time exposed methods by which a rela- 
tively small number of persons have extended 
their operations in securities far beyond any 
useful economic function, to the great detri- 
ment of the investing public. . . . [p. 11 
A memorandum prepared by a corporate of- 
ficial was introduced in evidence which dis- 
cussed the alternatives of preparing the cor- 
poration’s annual report in either the ‘standard’ 
or the ‘understandable’ form, the decision be- 
ing in favor of the former. Many other in- 
stances of ‘window dressing’ were observed, 
where inexcusable methods were employed to 
inflate assets, obscure liabilities, and conceal 
deficits.” 

Sen. Rep. No. 1455, 73d Cong., 2d Sess. 
(1934) 68: “The Securities Exchange Act of 
1934 aims to protect the interests of the public 
against the predatory operations of directors, 
officers, and principal stockholders of cor- 
porations by preventing them from speculating 
in the stock of the corporations to which they 
owe a fiduciary duty. Every person who is 
the beneficial owner of more than 10 per cent 
of any class of equity security registered on 
an exchange or who is a director or officer of 
the issuer of such security must report to the 
Commission whenever any change occurs in 
his ownership of stock in the corporation. In 
the event that he realizes any profits from 
the purchase and sale or sale and purchase 
of an equity security within a period of less 
than six months, he is bound to account to the 
corporation for such profits. It is also made 
unlawful for corporate insiders to sell the se- 
curity of their corporations short or to make 
‘sales against the box.’ By this section it is 
rendered unlawful for persons intrusted with 
the administration of corporate affairs or vest- 
ed with substantial control over corporations 
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to use inside information for their own advan- 
tage.” 

Sen. Rep. No. 621, 74th Cong., Ist Sess, 
(1935) 59: “The issuance of new securities 
by holding companies should be adequately 
supervised by the Commission so that in re- 
organizations and rearrangements of proper- 
ties an uninformed investing public shall not 
have foisted upon it securities which are in no 
sense secure and carry little or no voice in 
management. Security issues should be lim- 
ited to purposes necessary in the public inter- 
est, which accords with the ultimate purposes 
of the legislation; and each security issued 
should bear a proper relation to the capital of 
the company, its existing securities, the se- 
curities of the companies in a geographically 
and economically related system, and, above 
all, to the prudent investment in the properties 
of the issuer and its underlying companies. 
There should be an end to the pyramiding 
of holding company securities. Except for 
necessary discretionary power in the Commis- 
sion in the case of refunding issues, new secu- 
rities should be limited to par value common 
stock, with appropriate voting rights, and to 
first-lien bonds, i. e., bonds having a first lien 
either on physical assets of the issuer or upon 
first-mortgage bonds of operating subsidiaries. 
In this as in almost every phase of the holding 
company problem the ultimate interests of con- 
sumers and investors are identical. In a sys- 
tem burdened with overcapitalized and debt- 
ridden holding companies, the consumers of 
operating subsidiaries have to support the top- 
heavy structure by paying high rates and by 
enduring poor service from inadequately main- 
tained plants.” 

17 Public Utility Holding Company Act of 
1935, 49 Stat. 803, 804, 15 USCA § 79a(a) (b) 


(c). 

18 St. Louis v. United Railways Co. (1908) 
210 US 266, 294, 295, 52 L ed 1054, 28 S Ct 
630; Hartford Accident & Indemnity Co. v. 
Cardillo (1940) 72 App D C 52, 58, 112 F(2d) 
11, 17, certiorari denied (1940) 310 U S 649, 
60 S Ct 1100, 84 L ed 1415. 
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The obvious analogy, it seems to 
me, is the relationship which exists be- 
tween the trustee and his beneficiary. 
And, in my opinion, the Commission’s 
contention is correct, within the mean- 
ing of the act, that those who under- 
take to formulate and secure approval 
of a plan for the readjustment of 
stockholders’ rights thereby assume 
fiduciary obligations to the stockhold- 
ers whose rights the plan proposes to 
affect, and their judgment and con- 
duct in such an undertaking should 
not be open to influences arising from 
the possibility of personal profit 
through the purchase of securities sub- 
ject to the plan; consequently, that 
they should not profit, in the consum- 
mation of the plan, through purchases 
made while such fiduciary obligations 
continue. It is in this sense that such 
cases as Pepper v. Litton,” American 
United Mut. Life Ins. Co. v. Avon 
Park,” and Woods v. City National 
Bank & Trust Co.** become applicable 
to the present case. For the same rea- 
son an analogy may properly be drawn 


between the present case and those 
which prohibit dealing, by a commit- 
tee member, in securities of the com- 
pany which he is attempting to reor- 
ganize.* It is even more important 
in the present situation, that the su- 
pervisory power of the Commission 
should be recognized, in order that the 
purpose of the statute may be achieved, 
because, while in a bankruptcy case 
there is opportunity for the court, be- 
fore the estate is finally closed to ex- 
amine every detail of its administra- 
tion, in the present case the Commis- 
sion cannot supervise the consumma- 
tion of the plan or even require that 
it be consummated.* Its duty, in ap- 
proving or disapproving, is preven- 
tive rather than corrective. In other 
words, the conventional judicial func- 
tion of decision after the event may, 
in a case such as the present, become 
the least important function of an ad- 
ministrative agency. Such agencies 
are required to look ahead; indeed, 
they are charged with the duty of 
prophecy. For this reason it is suf- 





19 (1939) 308 U S 295, 306, 307, 84 L ed 281, 
60 S Ct 238, 245: “A director is a fiduciary. 
Twin-Lick Oil Co. v. Marbury (1876) 91 U s 
587, 588, 23 L ed 328. So is a dominant or con- 
trolling stockholder or group of stockholders. 
Southern P. Co. v. Bogert (1919) 250 U S 
483, 492, 63 L ed 1099, 39 S Ct 533, 537. Their 
powers are powers in trust. See Jackson v. 
ae (1874) 21 Wall. 616, 624, 22 L ed 

While normally that fiduciary 
tigation is enforceable directly by the cor- 
poration, or through a stockholder’s derivative 
action, it is, in the event of bankruptcy of the 
corporation, enforceable by the trustee. For 
that standard of fiduciary obligation is de- 
signed for the protection of the entire com- 
munity of interests in the corporation—cred- 
itors as well as stockholders.” 

*0 (1940) 311 U S 138, 85 L ed 91, 61 S Ct 
157, 136 ALR 860. 

*1 (1941) 312 U S 262, 268, 269, 85 L ed 
820, 61 S Ct 493. 

* Re Paramount Publix Corp. (1935) 12 F 
Supp. 823, 828, affirmed (1936) 85 F(2d) 588, 
certiorari denied, Palmer v. Paramount Pic- 
tures (1937) 300 U S 655, 81 L ed 865, 57 S 


Ct 432. In Re Republic Gas Corp. (1936) 35 
F Supp 300, 303, 306 

23 The power to re declarations filed 
under § 7 is impliedly contained in § 7(b), 49 
Stat. 815, 15 USCA § 79g(b). The Commis- 
sion may apply to a court to enforce the con- 
summation of a plan for simplification of hold- 
ing companies only at the request of a com- 
pany. 49 Stat. 822, § 11(e), 15 USCA § 
79k(e). It has been held that an application 
for registration may be withdrawn at any time 
before it becomes effective, in the absence of 
prejudice to the public or to investors. Jones 
v. Securities & Exchange Commission (1936), 
298 U S 1, 18-25, 80 L ed 1015, 56 S Ct 654, 
Justices Cardozo, Stone, and Brandeis dissent- 


ing. 

pr Board of Trade v. United States (1942) 
314 US 534, 86 L ed —, 62 S Ct 366, 372, de- 
cided: “And judgment in a situation like this 
implies, ultimately, prophecy based on the facts 
in the record as illumined by the seasoned 
wisdom of the expert body. In this perspec- 
tive, the Commission had several choices be- 
fore it—but all inevitably rested upon trial and 
error.” See Pacific Gas & E. Co. v. Securities 
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ficient for the determination of condi- 
tions under which permission is given 
to enjoy a legislative privilege in the 
future, that the expert administrative 
agency in applying a public interest 
standard, shall find such conditions 
reasonably necessary to achieve the 
purpose and to protect the public in- 
terest in the future. To argue the 
contrary is no more convincing than 
to argue that a trustee in the conven- 
tional trust situation® should be al- 
lowed to profit from dealings with the 
trust res unless it can be shown in 
each case that there has been over- 
reaching upon his part. The purpose 
of the law is, in each case, to antici- 
pate and prevent overreaching, rather 
than to discover and punish over- 
reaching after it has occurred. Any 
other interpretation of the law would 
impose such an intolerable burden up- 
on the Commission as to make the per- 
formance of its duties impossible.” 
Petitioners contend and the major- 
ity opinion holds that the Commis- 
sion’s action in the present case is an 
attempt to experiment in a field pre- 
émpted by Congress in the enactment 


of § 17 of the act. I find nothing in 
§ 17 which suggests congressional 
intent to limit the broad power con. 
ferred upon the Commission in § 7. 
If it had been the intention of Con. 
gress that the Commission should have 
no more power, in acting upon pro. 
posals such as the one here involved, 
than to impose, as conditions of ap- 
proval, the limitations specified in 
§ 17, it would have been easy for it to 
speak in those terms.”” But it did not 
so speak; and there is no language in 
§ 17 which, directly or by implica- 
tion, defines or limits the power of 
the Commission to impose “‘such terms 
and conditions as [it] finds 
necessary” ** to insure that the exer- 
cise of the privilege, granted by Con- 
gress, to file a declaration with the 
Commission,” shall not be detrimen- 
tal to the public interest or the inter- 
est of investors or consumers.” In 
fact, to limit the language of § 7 in 
the manner proposed would deprive it 
of meaning and defeat one of the 
larger purposes of the act. Conse- 
quently, in my opinion, the petition 
should be denied. 





— Exchange Commission (1942) 127 F(2d) 
378. 
25 Michoud v. Girod (1846) 4 How. 503, 


557, 11 L ed 1076: “Is it not better that the 
cause of the evil shall be prohibited, than that 
courts of equity shall be relied upon to apply 
the remedy in particular cases, by inquiring 
into all the circumstances of a case, whether 
there has or has not been fraud in fact?” 
Magruder v. Drury (1914) 235 US 106, 
119, 59 L ed 151, 35 S Ct 77, 82: “The in- 
tention is to provide against any possible self- 
ish interest exercising an influence which can 
interfere with the faithful discharge of the duty 
which is owing in a fiduciary capacity.” 
Meinhard v. Salmon (1928), 249 N Y 458, 
464, 164 N E 545, 546, 62 ALR 1: “A trustee 
is held to something stricter than the morals 
of the market place. Not honestly alone, but 
the punctilio of an honor the most sensitive, 
is then the standard of behavior. As to this 
there has developed a tradition that is unbend- 
ing and inveterate. Uncompromising rigidity 
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has been the attitude of courts of equity when 
petitioned to undermine the rule of undivided 
loyalty by the ‘disintegrating erosion’ of par- 
ticular exceptions. . . Only thus has the 
level of conduct for fiduciaries been kept at a 
level higher than that trodden by the crowd. 
It will not consciously be lowered by any 
judgment of this court.” 

26 See United States v. Trenton Potteries 
Co. (1927) 273 U § 392, 397, 398, 71 L ed 700, 
47 S Ct 377, 50 ALR 989; Bethlehem Steel 
Go,'¥. National Labor Relations Board (1941) 
74 App D C 52, 58, 120 F(2d) 641, 647; Ala- 
bama Power Co. v. Federal Power Commie 
sion ge — App D C— PUR(NS) — 

F (2d) 

27 Sect Federal Trade Commission v. Keppel 
(R.F.) & Bro. (1931), 291 U S 304, 310, 78 
L ed 814, 54 S Ct 423, 79 ALR 1191. 

28 49 Stat 817, § 7(#), 15 USCA § 79g(f). 

29 49 Stat 815, 814, 8§ 7(a), 6(a), 15 USCA 
§§ 79g (a), 79f 
30 49 Stat 36, § 7(e), 15 USCA § 79g(e). 
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CITY OF WAUKESHA v. WISCONSIN GAS & ELECTRIC CO. 


WISCONSIN PUBLIC SERVICE COMMISSION 


City of Waukesha 


Wisconsin Gas & ‘Blettvic Company 


[2-U-1686.] 


Discrimination, § 32 — Rates — Absence of parity in district. 
1. Gas rate schedules applicable to a particular city are discriminatory where 
none of the remaining communities in a comparable rate area are on a 
parity with that city, p. 159. 
Discrimination, § 11 — Commission jurisdiction — Elimination of discrimina- 
tion — Reasonable rates. 
2. The Commission has jurisdiction to cure a discriminatory rate situation 
even though the existing rate of return is less than reasonable, p. 159. 
Discrimination, § 6 — Elimination of discrimination — Confiscatory nature of 
order. 
3. An adjustment of gas rates to eliminate discrimination would not tend 
to raise a question of confiscation where the utility management, through a 
series of voluntary rate reductions and no request for a rate increase has 
indicated either satisfaction with the present rate of return or a view that 
any rate increase would not improve net earnings, and where the adjustment 
necessary to cure the discrimination is so small as related to the total rev- 
enues of the company as to produce no material change in the over-all rate 
of return, p. 159. 

Accounting, § 41 — Duty to keep separate accounts — Expense of keeping accounts. 
4. A gas company serving several cities should not be required to keep 
separate accounting records of the cost of gas of a particular city where 
arbitrary apportionments and added expense would be involved, p. 162. 

Service, § 288 — Demand meters — Gas supply to separate communities. 

5. A gas company should not be required to install demand meters at one 
city in a gas system serving several communities where arbitrary apportion- 
ment and added expense would be involved, p. 162. 


[April 27, 1942.] 
" Pycows seeking modification of gas rates and revision of 


accounting methods; rate modification granted, accounting 
revisions denied. 


¥ 


By the Commission: The city of charged by the Wisconsin Gas & Elec- 
Waukesha, Waukesha county, on tric Company in the city of Waukesha 
February 3, 1941, filed a complaint are unreasonable. The complaint 
with the Commission that gas rates asked that for accounting and rate- 
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making purposes the city of Waukesha 
be placed either in the company’s Lake 
Shore area or in a separate district 
intermediate to the company’s West- 
ern and Lakeshore areas. Request 
was also made that the company be 
required to keep adequate accounting 
records of the cost of gas in the city 
of Waukesha and to measure ade- 
quately the aggregate demand for the 
city of Waukesha. A notice of in- 
vestigation and hearing was issued 
February 8, 1941. 

Hearings: March 6 at Waukesha 
and September 24, 1941, at Milwau- 
kee before Examiner Calmer Browy. 


APPEARANCES: John C. Love, City 
Attorney, Waukesha, for city of 
Waukesha; J. D. Shaw, Attorney, 
Milwaukee, for Wisconsin Gas & 
Electric Company; E. M. Downey, of 
the Rates and Research Department, 
and B. K. Read, of the Engineering 
Department, of the Commission staff. 

All briefs had been filed by October 
25th. 


Because the record in the hearings 
indicated that rates of the respondent 
company to industrial gas users in 
Waukesha and other portions of the 
territory served by the company were 
unreasonable and discriminatory be- 
cause of their low level, the Commis- 
sion by order of December 31, 1941, 
expanded the scope of the proceeding 
to include consideration of the reason- 
ableness and lawfulness of filed rates 
of the company applicable to industri- 
al users of gas and reopened hear- 
ings. A notice of such further hear- 
ing was included in the order. 

Further hearings: At Madison on 
January 19th before Commissioner 
W. F. Whitney and Examiner Browy 
44 PUR(NS) 


and on February 9, 1942, before 
Chairman R. W. Peterson, Commis. 
sioner Whitney, and Examiner Browy. 


APPEARANCES: John C. Love, City 
Attorney, Waukesha, for city of Wau. 
kesha; Van B. Wake, Attorney, Mil 
waukee, for Wisconsin Gas & Elec. 
tric Company; R. O. Henzy, Engi- 
neer, for Carnation Company (Janu- 
ary 19th) Oconomowoc; R. M 
Spindler, President, Racine, for Wes- 
ley Metal Treating Company; C. G, 
Tufts, for J. I. Case Company, Ra- 
cine; Harold W. Ruf, President, Mil- 
waukee, for Grade Foundries; H. J. 
Mellum, Secretary and E. W. Bernitt, 
Kenosha, for Nash-Kelvinator Corpo- 
ration (February 9th); P. D. Cork- 
um, Superintendent, and A. E. Baker, 
Racine, for Massey-Harris Company 
(February 9th) ; S. Kitto, Racine, for 
Belle City Malleable Iron Company 
(February 9th); M. H. Lundberg, 
Racine, for Walker Manufacturing 
Company (February 9th) ; E. G. Ruth- 
erford, Racine, for Modine Manv- 
facturing Company (February 9th); 
Don H. Black, Racine, for Western 
Printing & Lithographing Company 
(February 9th) ; W. H. Schleck, Ra- 
cine, for Young Radiator Company 
(February 9th); L. D. Harkrider, 
President, Waukesha, for General 
Malleable Corporation (February 
9th); R. B. Whyte, Vice President 
and General Superintendent, Kenosha, 
for MacWhyte Company (February 
Oth); H. J. O’Leary, Chief, Rates 
and Research Department, E. M. 
Downey (January 19th), Rates and 
Research Department, and Warren 
Oakey (February 9th), of the En- 
gineering Department, of the Com- 
mission staff. 
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With the expiration on March 24th, 
of the time for filing briefs, the hear- 
ing was closed. 

The interval between the March 
and September hearings in 1941 was 
ysed for negotiations in which the 
Commission staff, the city of Wau- 
kesha, and the company participated. 
When the parties failed to reach an 
agreement, further hearing was sched- 
uled. 

Opinion 

The Wisconsin Gas & Electric Com- 
pany renders gas service in 63 mu- 
nicipalities, including 13 communities 
of 1,000 or more population which 
secure their gas from the northern sec- 
tion of the company’s gas transmission 
lines. These communities are: Cud- 
ahy 10,506 population ; Fort Atkinson 
6,153; Jefferson 3,059; Kenosha 48,- 
765; Lake Mills 2,219; Milwaukee 
587,472; Oconomowoc 4,562; Pe- 
waukee 1.352; Racine 67,195; South 
Milwaukee 11,134; Watertown 11,- 
301; Waukesha 19,242; and White- 
water 3,689. Service in the city of 
Milwaukee is limited to a small area 
annexed to the city after service had 
been established in such area by the 
company. The Wisconsin Gas & 
Electric Company is second only to 
the Milwaukee Gas Light Company in 
the state in the number of gas cus- 
tomers, in the amount of revenue from 
gas sales, and in total gas plant in- 
vestment. The company normally 
manufactures all its gas at Racine and 
supplies the gas to the communities it 
serves with a pipe-line system which 
is more extensive than that of any 
other gas utility in Wisconsin. The 
system extends along the lake shore 
from the Illinois line to the suburbs of 
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Milwaukee with the northern line 
branching west from near Cudahy 
and again branching to extend west 
to Lake Mills and south to Whitewa- 
ter. A central line extends west from 
Racine to Palmyra. A southern line 
extends west from Kenosha to Genoa 
Junction. 

The northern transmission line ex- 
tends north from Racine and then 
west. The northwest limits of the 
Lakeshore area are approximately 29 
miles from Racine along the route of 
the gas transmission line. In the 
Lakeshore area are Racine, Kenosha, 
South Milwaukee, and Cudahy. The 
northern end of the district extends 
westward to include all of the town 
of Greenfield, Milwaukee county, and 
thereby reaches the Waukesha county 
line. The city of Waukesha, 7 miles 
farther west, is reached with an addi- 
tional 11 miles of pipe line or 40 miles 
of line from Racine. Along the pipe 
line the distance is 77 miles from Ra- 
cine to Watertown and 94 miles from 
Racine to Whitewater. 

The present net monthly rates of the 
company for gas service in the Lake- 
shore and western areas are shown in 
the following schedules : 


General—Optional 
Waukesha and Watertown (Gg0-2) 


First 
Next 
Next 
Next 
Over 


1,000 cu. 
2,000 “ 
7,000 “ 
90,000 “ 
100,000 “ 


Lakeshore Area (Gg(-1) 
Per M cu. ft. 


First 
Next 
Next 
Next 
Over 


3,000 cu. 
12,000 “ 


35,000 “ 
50,000 “ 
100,000 “ 
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Western Area (exclusive of Waukesha and 
Watertown) (Gg0-3) 
Per M cu. ft. 
DOOO GRATE ss scs.deseeseses $1.65 
F000 : 
90,000 
100,000 


First 
Next 
Next 
Over 


ceived the same rate as was in effect 
in other communities within the west. 
ern district. The effect was a rate re 
duction in Waukesha except for con- 
sumptions up to 3,000 cubic feet per 


General—Standard 


First 
Next 
Next 
Next 
Next 
Next 200,000 
Next 1,600,000 
Next 2,000,000 
Over 4,000,000 

It will be noted that general option- 
al rates at Waukesha and Watertown 
are the same as for the western dis- 
trict in which the two cities are locat- 
ed, except for a rate of $1.55 on the 
second and third thousand cubic feet 
consumed monthly, or 10 cents less 
than the western district rate for the 
same consumptions. 

The few customers in the city of 
Milwaukee served by the company get 
their gas at rates lower than those in 
the rest of the Lakeshore district. 

The Wisconsin Gas & Electric Com- 
pany acquired the Waukesha Gas & 
Electric Company in 1923 at a price 
of $650,000. Such acquisition was 
approved by Commission order of 
May 10, 1923 in docket SB-1887. At 
the time of the purchase the Wauke- 
sha gas utility was supplied by a coal 
gas plant replaced three years later 
with a water gas set which produced 
all gas consumed in the city of Wau- 
kesha until 1928 when the city was 
connected to the company’s transmis- 
sion line. Since that time the Wau- 
kesha water gas set has been main- 
tained for standby purposes. When 
the city was connected in 1928 to the 
transmission line, consumers there re- 
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(Gg-1) 


Gg-2 
Lakeshore Area ey 


Western Area 


month. Except for a reduction of 10 
cents per thousand cubic feet for the 
second and third thousand ordered 
by the Commission on December 1, 
1933, there has been no reduction in 
gas rates to small users in Waukesha 
since 1926. 

The record does not show that an 
excessive rate of return on a book val- 
ue basis is earned either on the Wau- 
kesha portion of the gas property or 
on the total gas property. The system 
rate of return based on book value 
probably does not exceed 4 per cent, 
while the Waukesha rate of return 
will closely approximate that of the 
system. The company’s history shows 
a definite downward trend in earnings 
with a sharp decline from 1931 to 
1932, coincident with voluntary es- 
tablishment of therm rates for indus- 
trial users, and such decline has not 
been regained in subsequent years. 
The company made eight rate reduc- 
tions between 1928 and 1941 and 
throughout this period has made no 
formal request for an increase in gas 
rates except in docket 2-U-1521 
where the cancellation early in 1940 
of therm rates established in 1932 re- 
sulted in certain slight increases. 
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No major gas utility in Wisconsin, 
except Madison Gas and Electric 
Company, appears to earn as much as 
a 54 per cent return. The Madison 
utility averages about 6 per cent. Gas 
utilities appear to recognize that there 
are competitive factors which militate 
against an increase of rates to raise 
the level of return. 

[1] Serious discrimination in rates 
to small users is indicated by the rec- 
ord. The fact that Waukesha lies 
near Milwaukee and in load character- 
istics resembles the industrial Lake- 
shore area is not reflected in rate lev- 
els. Waukesha ranks next to Ra- 
cine and Kenosha and ahead of all 
other communities served (excluding 
Milwaukee) in population, total reve- 
nues, residential revenues, commercial 
revenues, industrial revenues, total 
thousand cubic feet sales, residential 
thousand cubic feet sales, commercial 


thousand cubic feet sales, industrial 
thousand cubic feet sales, number of 
residential customers, and number of 


commercial customers. On the basis 
of consumption per residential custom- 
er, Waukesha ranks highest of the 
seven largest communities served by 
the company ; it ranks highest also for 
average commercial use and is second 
only to Kenosha in average industrial 
use. Waukesha ranks lower than Ra- 
cine or Kenosha on the basis of per 
capita investment in local distribution 
plant but higher than Cudahy and 
South Milwaukee. Both latter cities 
are served by high pressure distribu- 
tion systems. If such investment is 
related to thousand cubic feet sales, 
Waukesha ranks second only to Ken- 
osha, while if industrial thousand cub- 
ic feet sales are excluded, only Cudahy 
and South Milwaukee rank lower than 
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Waukesha. When total plant invest- 
ment per thousand cubic feet sales is 
used, Waukesha ranks slightly higher 
than the Lakeshore communities but 
substantially lower than Watertown 
or Ft. Atkinson. With industrial 
thousand cubic feet sales excluded, the 
same approximate relationship pre- 
vails. 

By application of the foregoing 
standards it appears evident at this 
time that none of the remaining com- 
munities in the Western area are on a 
parity with Waukesha or any of the 
communities now situated in the Lake- 
shore division. 

When the element of distance is 
considered in addition to the other 
bases of comparison, the discrimina- 
tory character of the present zoning 
arrangement for rate purposes be- 
comes evident. If the entire territory 
were divided into only two zones, 
Waukesha would more nearly fit the 
conditions of the Lakeshore area than 
the western area. The record war- 
rants the classification of Waukesha 
in a separate district with rates inter- 
mediate to and at a level half way be- 
tween levels of rates of the Lakeshore 
and western districts. 

[2, 3] Since we conclude that 
rates for general gas service at Wau- 
kesha are discriminatory but not ex- 
cessive, we are confronted with the 
question of whether we have power to 
cure a discriminatory rate situation 
when the rate of return is less than 
what has normally been considered a 
reasonable return. The statutes spe- 
cifically forbid unreasonable discrimi- 
nation. We call particular attention 
to the language of §§ 196.22, 196.60, 
196.62, 196.63, and 196.64, Statutes. 
The fact that the utility is probably 
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not earning an excessive return should 
not tie our hands and prevent meas- 
ures to cure an unreasonable discrimi- 
nation. 

The utility management through a 
series of voluntary rate reductions and 
no request for a rate increase has indi- 
cated either satisfaction with the pres- 
ent rate of return or a view that any 
rate increase would not improve net 
earnings. Asa matter of fact, the pe- 
riod of low annual rates of return was 
initiated in 1932 by a very substantial 
voluntary reduction in rates for in- 
dustrial service. To this day, despite 


a 100 per cent increase in industrial 
sales since 1931, the company has been 
unable to reéstablish the former level 
of earnings. The adjustment of rates 
necessary to cure the discrimination 
is approximately $12,200 a year. This 
amount related to total gas revenues 


of the company of $1,860,809 in 1940 
is so small as to produce no material 
change in over-all rate of return. In 
view of the indicated attitude of the 
company and the relatively small 
amount of revenues involved, it would 
seem that no question of confiscation 
would be raised by an adjustment of 
Waukesha rates to eliminate the dis- 
crimination we have described. <A 
number of court decisions in other ju- 
risdictions have held to the effect that 
rates must not be discriminatory or un- 
justly preferential regardless of wheth- 
er they yield a fair return. In Dallas 
Power & Light Co. v. Carrington 
(Tex Civ App) PUR1923C 137, 245 
SW 1046, it was held that “Unlawful 
discrimination exists when an electric 
utility charges a rate in one of two 
adjacent municipalities similarly sit- 
uated and served under the same con- 
ditions by the same plant, notwith- 
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standing the fact that a rate low 
enough to come within a maximum 
fixed by franchise in one of the mv. 
nicipalities prevents the utility from 
earning a rate provided for by stat- 
utes.” The converse doctrine was 
stated in a decision by the Wisconsin 
supreme court interpreting the public 
utility law in Milwaukee v. Railroad 
Commission (1935) 217 Wis 606, 
611, 11 PUR(NS) 316, 258 NY 854: 

“A consideration of the section un- 
der consideration here and the whole 
law of which it was and is a part makes 
clear that the act requires all rates 
charged to be reasonable and just and 
prohibits discrimination in rates as 
defined in the act. A rate 
though ‘reasonable’ may nevertheless 
be discriminatory. Homestead Co. v. 
Des Moines Electric Co. (1918) 160 
CCA 449, 248 Fed 439, 12 ALR 390, 
397, and cases cited.” 

We are not called upon in this case 
to make a decision which might raise 
the above questions because of the 
conclusion hereinafter reached that 
certain rates to certain large industri- 
al gas users served by the company are 
also discriminatory because of their 
low level. Adjustment of such rates 
together with a reduction of general 
rates at Waukesha will not disturb the 
over-all rate of return of the com- 
pany’s gas utility. 

An analysis of rates to large indus- 
trial users indicates that the level of 
these rates is substantially below that 
of similar rates of all other gas utili- 
ties in Wisconsin. The Commission 
staff presented testimony showing the 
level of such rates to be materially 
lower than of Milwaukee Gas Light 
Company rates. The company’s ac- 
countant testified that production cost 
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plus storage expenses and deprecia- 
tion and taxes on Racine production 
investment and transmission line, but 
without depreciation or taxes on local 
distribution system, was 304 cents per 
thousand cubic feet sold in Waukesha 
in 1940. This figure does not include 
fxed costs on any part of the local 
production plant in Waukesha nor 
does it include any customer expenses 
or other expenses incidential to distri- 
bution of gas in Waukesha. It is ob- 
vious from this testimony that the 
bottom step of 32 cents in the existing 
schedule is exceptionally low. It is 
doubtful that there would be any mar- 
gin for depreciation, taxes, and re- 
tun. In the Lakeshore area the rate 
per thousand cubic feet for all con- 
sumption in excess of 4,000,000 cu- 
bic feet is 30 cents. It may safely be 
assumed in view of the testimony that 
such rate approaches, if it is not at, a 


noncompensatory level. 

In Re Wisconsin Gas & E. Co. 
(1937) 21 PUR(NS) 58, 17 Wis 
PSCR 148, relating to installation by 
the company of added plant capacity at 
acost of more than a half million dol- 
lars we stated : . 


“From the evidence submitted the 
Commission is not convinced that the 
rate schedule at which industrial gas 
in large quantities is now being sold 
is sufficiently remunerative to cover 
a fair share of the cost of gas pro- 
duced, after the new ovens are in- 
stalled, attributable to this class of 
service. If that is the case, the users 
of gas for domestic and commercial 
purposes, who, in 1936, accounted for 
about 67 per cent of the total sales, 
should not be expected to carry such 
part of the added investment as cannot 
(11) 
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reasonably be allocated to their re- 
quirements.” 

In the 10-year period from 1931- 
40 the company’s industrial thousand 
cubic feet sales rose from 364,507.8 
thousand cubic feet to 726,978 thou- 
sand cubic feet, while other sales in- 
creased only from 1,379,717.2 thou- 
sand cubic feet to 1,394,320.4 thou- 
sand cubic feet. Thus industrial sales 
increased nearly 100 per cent, while 
all other sales increased only 1 per 
cent. It is evident that added generat- 
ing capacity was required because of 
industrial sales rather than sales to 
other classes of customers. As testi- 
mony by our staff shows, the company 
sells 34 per cent of its gas to indus- 
trial consumers but receives only 143 
per cent of its revenues from such 
consumers, whereas Milwaukee Gas 
Light Company sells only 163 per cent 
of its gas to industrial consumers who 
produce 11} per cent of the revenues. 
Our staff calculated that the company’s 
gas generation and transmission costs 
in 1940 averaged 31.16 cents per 
thousand cubic feet delivered to the 
main and that the 10 largest indus- 
trial gas users produced average reve- 
nue ranging from 29.21 to 37.78 cents 
per thousand cubic feet with 5 of them 
producing average revenues of 33.06 
or less cents per thousand cubic feet. 

It is admitted by the company and 
is a matter of general knowledge in 
the industry that rates to large indus- 
trial users are influenced materially 
by the element of competition from 
other fuels. Counsel for the company 
sought to show that an average of 
7,260 thousand cubic feet consump- 
tion per industrial customer compared 
with an average of 1,292 thousand 
cubic feet for Milwaukee Gas Light 
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Company industrial customers result- 
ed from the more favorable and hence 
more promotional rate of the Wiscon- 
sin Gas & Electric Company. That 
such is not the fact is demonstrated 
if 17 comparable large customers of 
Milwaukee Gas Light Company are 
compared with 28 large custom- 
ers of Wisconsin Gas & Electric 
Company. The average use of these 
17 customers is 42,800 thousand cubic 
feet compared with an average of 
24,135 thousand cubic feet by the 28 
large customers of the respondent. 
Since the Milwaukee rate is higher, 
it is obvious that a promotional rate 
does not produce this result. A com- 
parison of 1,040 other industrial cus- 
tomers of Milwaukee Gas Light Com- 
pany with 71 like customers of the 
respondent shows an average annual 
consumption for the Milwaukee com- 


pany of 612.5 thousand cubic feet 
compared with 721.1 thousand cubic 
feet by the respondent’s customers or 
a difference of only 9 thousand cubic 


feet per month. This difference is 
probably due mainly to the fact that 
in a city as large as Milwaukee there 
are a substantial number of small in- 
dustrial users who tend to lower the 
over-all average. We doubt that the 
lower rate of the respondent company 
can be given credit for the difference 
of 9 thousand cubic feet per month. 
It is urged in behalf of large indus- 
trial users that their rates should not 
be increased because they are engaged 
in production of war materials under 
contract prices based on existing gas 
rates. The increase herein ordered in 
such rates is slight in relation to the 
total annual gas bill of such custom- 
ers and could not appreciably disturb 
cost estimates on which such large 
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war contracts are based. Moreovye 
the increase herein ordered is the min 
imum rather than the maximuy 
which the record warrants. The re 
spondent presented a study of the ef 
fect on all large industrial customer 
under a hypothetical rate increase 9 
$42,200. While the company’s wit 
ness stated that such study did no 
constitute any offer or agreement by 
the company to file increased rates fo 
industrial users, the inference may } 
drawn that the $42,200 represents th 
company’s estimate of the greatest in 
crease which could be made withow 
a loss of customers to competing 
forms of fuel. The increase hereif 
ordered is estimated to bring $12,60 
more revenue annually from the si 
largest industrial gas customers }j 
change of the rate applicable to month 
ly consumptions in excess of 2,000, 
000 cubic feet to 33 cents per thou 
sand cubic feet. In the western dis 
trict the present rate in such block i 
32 cents and in the Lakeshore area 3 
cents up to 4,000,000 cubic feet and 
30 cents on consumption in excess 0 
4,000,000 cubic feet. 

[4, 5] Arbitrary apportionment 
and added expense would be involved 
in separate accounting as requested b 
the city of Waukesha, and we see nd 
reason for ordering any change in ac 
counting procedure. Necessary ap 
portionments to determine costs ca 
be made in connection with rate case 
as they arise. For the same reason 
we are not ordering at this time in 
stallation of demand meters in th 
city of Waukesha as requested by thi 
complainant. 

We shall include in the Waukesha 
rate district all territory within th 
corporate limits of the city of Wau 
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kesha and in the towns of Pewaukee 
and Waukesha, Waukesha county, 
areas within one-mile air-line distance 
of the city limits of Waukesha. 


Findings 


The Commission finds: 
1. That the gas rates of the Wis- 


consin Gas & Electric Company appli- 
cable to the city of Waukesha and its 
environs and the rates applicable to 
large industrial gas customers to the 
extent herein modified are unreason- 
able and discriminatory. 

2. That the rates herein ordered are 
reasonable. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re New York Telephone Company 


[Case 10680.] 


Payment, § 21 — Form of bill — Statement of taxes. 
A telephone company should be permitted to print on the back of its bill a 
simple method by which the amount of Federal tax and city tax can be as- 
certained instead of being required to insert in each bill the amount of such 
taxes, where such additional statement would greatly increase billing ex- 
pense, limitations of billing machines make it impracticable, and insertion of 
the number of local calls is more important than statement of taxes. 


(Mattsiez, Chairman, and Burritt, Commissioner, dissent.) 
[May 14, 1942.] 


ROCEEDING on motion of Commission as to practice of tele- 
phone company in combining its rates and charges with re- 
lated taxes on subscribers’ bills; proceeding closed with request 


that company change form of bill. 


APPEARANCES: Ralph W. Brown, 
New York city, General Attorney, for 
New York Telephone Company; John 
#1. Machan, New York city, Attor- 
Wey, for New York Telephone Com- 
pany; W. C. Chanler, Corporation 
@Counsel (by Harry Hertzoff, Assist- 
@ant Corporation Counsel), New York 
tty, for the city of New York; Al- 
bert Handy, New York, a subscriber. 


Van Name, Commissioner: A 
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hearing in this matter was held be- 
fore me at the New York office of the 
Commission on January 23, 1942. 

It has been the practice of the New 
York Telephone Company to insert 
on the first line, within the box con- 
taining the statement of charges on 
its monthly bills rendered to custom- 
ers, the number of local calls included 
in the minimum bill for local service 
for one month. This number differs 
between different classes of service as 
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for instance 66 calls for residence 
service and 75 calls for business serv- 
ice within the city of New York, and 
in varying and different amounts in 
other sections of the state, according 
to the service rendered. The total 
number of monthly bills rendered is 
approximately 1,700,000 of which 
about 850,000 are within the New 
York city area. 

The Commission instituted this 
proceeding for the purpose of ascer- 
taining the feasability of inserting in 
each bill the amount of taxes (6 per 
cent United States tax throughout the 
state and 1 per cent city tax addition- 
al within the limits of New York 
city). The monthly bills are rendered 
in the following form: 


grams are shown. In explanation of 
the toll calls and telegrams, a list jg 
enclosed with the bill showing in de. 
tail the charge for each call and the 
point called or to which a telegram js 
sent. On this list is stated separately 
the tax on each of such calls or tek. 
grams and such tax is added at the 
bottom of the bill showing as to this 
item the amount of the charges col- 
lected by the telephone company itself 
and the tax to be paid on the same. 
The next line “Other Charges or Cred- 
its” is explained in a separate slip if 
any such charge is included in the 
current bill. The fifth line “Balance 
Due from Previous Bill” explains it- 
self. Below is provided a space for 
the total of all of the charges. 


NEW YORK TELEPHONE COMPANY 
Addresses: See Back of Stub 
Telephone: Dial 811 or Cail “Business Office’ 


FEBRUARY 6, 1942 





Local Service for One Month in Advance 


Local Calls Included * 





Additional Local Calls to Date of Bill (See back of stub) * 





Out-of-Town Calls and Telegrams (List enclosed) 





Other Charges or Credits (Explanation enclosed) 





Balance Due from Previous Bill 


(Please disregard this amount if paid) 





Total 





% Includes 6% U. S. tax and 1% N. Y. City tax. 
Each tax is separately applied to the Company’s charge. 


The stub on the right third of the 
bill which is returned with the check 
is not involved in this discussion. 
[Omitted here.] It will be seen that 
the box on the main portion of the bill 
contains five divisions. On the first 
line is inserted the basic charge for lo- 
cal service for one month in advance, 
and the number of local calls included 
in such basic charge; on the second 
line the additional local calls made to 
the date of the bill; and on the third 
line the out-of-town calls and tele- 
44 PUR(NS) 


The first two lines within the box 
are starred and at the bottom of the 
bill an explanation of the charge 1s 
made which states “*Includes 6% U. 
S. tax and 1% N. Y. City tax. Each 
tax is separately applied to the Con 
pany’s charge.” 

The amount of the city tax has been 
changed several times. In 1934 it 
was 2 per cent; later in 1937 and 1938 
it was changed to 3 per cent. On July 
1, 1941, the tax was made 2 per cent, 
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and on November 6, 1941, it was re- 
duced to 1 per cent. 

The Commission’s inquiry was for 
the purpose of ascertaining whether 
in the first and second lines the amount 
of United States tax and New York 
city tax upon the charges made could 
be stated separately so that the cus- 
tomer could readily ascertain without 
the necessity of mathematical compu- 
tation the amount of the total of these 
items for tax and what amount was 
for telephone service. Although pub- 
lic notice was given of the hearing, 
only one subscriber appeared. A sum- 
mation of the testimony of the tele- 
phone company states their position 
to be as follows: 

1. Due to the existence of a New 
York city tax, as well as a Federal 
tax, the company is required to deal 
with two taxes, whereas neighboring 
companies deal with but one. 

2. It is the practice of the com- 
pany to show on the first line the num- 
ber of local calls to which a subscrib- 
er is entitled under his regular month- 
ly charge in New York city. The ad- 
ditional separate posting of city and 
Federal taxes would make three items 
in addition to the charge proper and 
this is beyond the physical limitations 
of the billing machines. 

The limitations of the billing ma- 
chines make it impossible to add in 
the first or second line more than two 
figures aside from the total at the 
tight of the box in each division. The 
limitation of the billing machines fur- 
ther makes it impossible to add more 
lines within the box where the tax or 
the amount of local calls could be stat- 
ed; therefore, if the two taxes are 
stated separately on the first two lines, 


the number of local calls would have 
to be stated on the back of the bill or 
elsewhere or an entirely new machine 
would have to be designed. The com- 
pany claims that to overcome these 
limitations would cost from $90,000 
to $100,000 a year. This cost is due 
to intermediate records which would 
have to be prepared for the billing 
machine operators and in general to 
the slowing down of the billing 
process. 

The company estimates that the 
preparation of the additional infor- 
mation necessary to show separately 
the amount of Federal and city tax 
for the use of the billing machine op- 
erator would require 67,596 hours per 
year and that to summarize the tax 
from the tax memorandum slip would 
require 11,664 hours and that verifi- 
cation of the work would require 39,- 
360 hours. Actually entering the tax 
on the forms by the billing machines 
would take 16,684 hours so that the 
company estimates the total extra 
hours to be 135,774 hours. There 
would be some operations that are 
now performed that would not have 
to be performed with this method and 
the company, in figuring the cost, has 
separated these items which they claim 
amount to 38,466 hours, making the 
net additional hours about 97,308. 
To this has been added 10 per cent, 
the customary figure allowed for va- 
cations and time off, which makes the 
total 107,038 hours. This was priced 
at 85 cents per hour and the cost ar- 
rived at $90,982 per year. To this 
was added $8,953 which represents 
the carrying charges—that is depre- 
ciation, interest, maintenance, etc., on 
an annual basis on the cost of the fif- 
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teen new machines required. This 
gives a total of $99,935. 

The company has about 65 machines 
now in use and estimates that it would 
require 15 additional billing machines 
(11 for New York city) costing $3,- 
400 each or a total of $51,000. It is 
claimed, under current conditions, 
that there is grave doubt as to wheth- 
er the company could obtain such ma- 
chines at all. Even if obtainable, the 
manufacturer could not furnish the 
machines in less than nine months to 
a year which would require the com- 
pany to work employees and their 
present billing machines overtime in 
the interim to make up the deficiency 
in billing machine capacity. 

The company estimates that the 
combining of Federal and city taxes 
in the first and second lines and to also 
state the number of messages would 


cost upwards of $20,000 a year and 
from $10,000 to $15,000 if only the 
taxes were inserted and not the local 


message allowance on line 1. The 
company’s position is that it is im- 
portant and desirable to insert the 
number of local calls included in the 
charge for local service and that an 
explanation could be printed on the 
back of the bill which would enable 
any customer interested to ascertain 
exactly the amount of taxes which 
are added to the total at the end of 
the line. 


New Jersey Bell Telephone 
Company Bill 
There was introduced in evidence 
a sample bill of the New Jersey Bell 
Telephone Company. The first two 
lines of this bill, corresponding to the 
first two lines of the New York Com- 
pany’s bill, are as follows: 
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i Service m4 Equipment 

or one month in advance beginning wi 

date of this bill (incl. U.S. Tax of ©)" 
here follows the total charge 


Local Messages 

(for one month prior to date of this bill* 

( ) (incl. U. S. tax of )—Here 

follows the total charge. 

In the state of New Jersey, there 
is no tax corresponding to the New 
York city tax and it is to be noted that 
the bill does not give the number of 
messages with the basic rate. Gener- 
al information on this subject is print- 
ed on the back of the bill. This form 
differs from the present practice of 
the New York Company, but it is to 
be observed that the situation in New 
Jersey is different in that only one 
tax is involved and the company has 
made the choice of showing the tax 
upon the face of the bill rather than 
the number of messages. 


New York City Tax 


The present method of indicating 
the amount of the New York city and 
the 6 per cent Federal tax was submit- 
ted by the company to the department 
of finance of the city of New York 
on November 5, 1941, and thereafter, 
in a letter dated November 18, 1941, 
the department of finance, through 
Mr. Robert Granville Burke, director 
of the emergency revenue division, 
stated : 

“T have examined carefully the 
method of billing these taxes as out 
lined in your letter and as evidenced 
by the exhibits annexed thereto and 
would advise you that the method 
suggested for billing satisfied the in- 
tent of Art. 48 of the Comptroller's 
Regulations and is in substantial com- 
pliance therewith. You may therefore 
bill your customers according to the 
proposals set forth in Exhibit No. F 
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RE NEW YORK TELEPHONE COMPANY 


which covers the 2 per cent New York 
city sales tax and Exhibit No. 2, 
which covers the 1 per cent New York 
city sales tax.” 


The Company's Proposal 


The company stated that it was 
dissatisfied with both of the methods 
which it has used in providing the in- 
formation by which customers could 
ascertain the amount of the taxes and 
proposed that on the back of the bills 
substantially the following could be 
rinted : 

“To determine U. S. or N. Y. city 
taxes included in local service charge 
or additional local call charge: 

1. Divide amount shown on bill by 
107. This gives the telephone com- 
pany charge within 1 cent excluding 
both taxes. 

2. Take 6 per cent of the telephone 
company charge. This is the U. S. 
tax, 

3. Take 1 per cent of the telephone 
company charge. This is the N. Y. 
tity sales tax within 1 cent.” 

The company, by inquiry of its 
local managers throughout New 
York city, claims that little, if any, 
objection to the present method of 
showing how the taxes can be com- 
puted has been made at any of the 
district offices. The Commission has 
received few inquiries and, as stated 
before, only one subscriber appeared 
at the hearing. 


Summary 


While the figures presented by the 
company as to various items of cost 
for changes in the present method or 
the providing of new machines were 
not subjected to critical analysis and 
study by the Commission’s account- 
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ants and engineers, it is apparent that 
any change will result in additional 
costs against which must be set the 
desirability or necessity of expending 
such additional sums in order to sup- 
ply the additional information. If it 
is desirable to include both the amount 
of Federal and city taxes and the num- 
ber of local messages, it is apparent 
that new machines must be provided 
and that additional hours must be 
spent by telephone company employ- 
ees in collecting the necessary records 
and placing the same properly upon 
the bills. If only the taxes are includ- 
ed on the face of the bill, and not the 
number of messages, there would still 
be a considerable increase in expense. 

Having regard for the fact that any 
change in the present form of the 
monthly bill will entail additional cost 
to the telephone company and addi- 
tional hours of labor to its employees, 
and the fact that if any substantial 
change is made additional and prob- 
ably different billing machines will 
have to be procured which might be 
impossible at the present time, the 
question resolves itself into a deter- 
mination as to whether it is more de- 
sirable to have upon the face of the 
monthly bills the number of local calls 
with the basic monthly charge or a 
statement in figures of the exact 
amount of the United States and the 
New York city tax. While, with the 
present billing machines, it is possible 
to insert in the first and second lines 
the number of local calls and one of 
the two taxes, it is impossible to in- 
clude all three items. Certainly to in- 
clude local calls and one of the taxes 
would be unsatisfactory. The pres- 
ent method of billing is satisfactory 
to the city of New York. It is my 
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judgment that the information of the 
number of local calls to be had with- 
out extra charge and the basic month- 
ly charge is of more interest and im- 
portance to the average customer than 
to have this information on the back 
or some other part of the bill and to 
have stated in place thereof on the 
face of the bill the amount in dollars 
and cents of the United States tax 
and the city tax. The plan proposed 
by the telephone company of printing 
on the back of the bill a simple meth- 
od by which the amount of each tax 
can be ascertained appears to me to be 
satisfactory. 


Conclusion 


I, therefore, suggest that the com- 
pany be requested to change the form 
of its monthly bill by adding thereto 
on the back the information in the 


form suggested and to change the 
footnote on the face of the bill to 


read: “See other side for method of 
determining amount of tax.’ This 
proceeding should be closed. A prop- 
er order is hereunto attached. 
Commissioners Brewster and Bray 
concurring; Chairman Maltbie and 
Commissioner Burritt in the negative, 
Chairman Maltbie filing a memoran- 
dum dated May 8, 1942, in which 
Commissioner Burritt concurs. 


MALTBIE, Chairman, dissenting: 
In recent years, there has been a 
marked increase in taxes paid by pub- 
lic utilities in this state. Not only has 
there been an increase in assessed val- 
ues of property, but tax rates have in- 
creased and the kinds of taxes levied 
have multiplied. Further, utility us- 
ers have been taxed as such and the 
utilities have been made the agencies 
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through which these taxes are collect- 
ed. 

The net result of these trends js 
that the percentage of revenues col- 
lected (bills paid by customers) paid 
in taxes has markedly increased. In 
many instances, it has doubled in the 
last fifteen years and it is not uncom- 
mon that about one-quarter of the bills 
paid by utility customers go to some 
governmental agency. In _ other 
words, out of every bill paid by users 
of utility services amounting to $4, it 
is not unusual that $1 goes to gov- 
ernments and $3 are retained by the 
utility to pay other costs of rendering 
service. 

Now it is obvious that if taxes are 
increased in such substantial amounts 
as during recent years, either rates 
will need to be increased to yield a 
fair return, or rate reductions which 
otherwise might be obtained will not 
be possible or they will be reduced in 
size. 

It is a common complaint that util- 
ity rates are too high and should be 
reduced, but as the general public is 
not aware of the extent to which tax- 
es have increased, they often do not 
understand why rates cannot be re- 
duced and why in some cases it has 
been necessary to increase them. It 
would be desirable if practicable for 
each user of utility services to be in- 
formed, from time to time, how much 
of each dollar which he pays to a util- 
ity goes for various purposes and par- 
ticularly how much of it is paid over 
to governmental agencies. This is 
particularly important where bills to 
consumers have been increased direct- 
ly by added taxes which have been 
levied directly upon the consumer and 
of which he is not constantly advised. 
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RE NEW YORK TELEPHONE COMPANY 


To this end, I suggested that the 
New York Telephone Company 
should be required to state upon each 
bill the amount of the tax which the 
company collects and pays over im- 
mediately to the United States gov- 
ernment and to local municipalities. 
This is done by the New Jersey Bell 
Telephone Company throughout the 
state of New Jersey and I could see 
no reason why if it is possible and 
practicable in that state, it should not 
be required in the state of New York. 

When a hearing was called upon 
this subject, the New York Telephone 
Company followed its usual practice, 
namely, of opposing practically ev- 
ery suggestion which comes from 
any source other than itself. Fol- 


lowing their usual practice, they pre- 
sented every objection, real and un- 
real, which they could think of or 
imagine, and the alleged cost of the 


additional work required was giv- 
en particular emphasis. Such tes- 
timony is to me not very impres- 
sive, for I have noted that the tele- 
phone company often brings to hear- 
ings ten, fifteen, and even more em- 
ployees who are never called to give 
any testimony and who are never used 
in cross-examination. If the New 
York Telephone Company has reached 
the point where the added cost of giv- 
ing its subscribers information as to 
the taxes which they are compelled to 
pay is such an important part of the 


budget of the New York Telephone 
Company, I suggest that it first econ- 
omize in appearances before the Pub- 
lic Service Commission and that it 
follow the practice of other utilities, 
namely, of restricting its forces to the 
employees that are absolutely neces- 
sary and that it use on some produc- 
tive work the many employees who 
attend the Public Service Commission 
hearings and who are not used or use- 
ful there. To my mind, all of the ar- 
guments presented by the New York 
Telephone Company are answered by 
the fact that the New Jersey Bell 
Telephone Company, without an or- 
der from the Commission in that state, 
has willingly adopted the practice 
which I have recommended and which, 
in my opinion, should be followed in 
the state of New York. 

If the members of this Commission 
feel that the New York Telephone 
Company is not financially able to 
give the information which is gener- 
ally admitted is desirable, no order 
should be issued; but I have not seen 
any evidence which indicates that the 
New York Telephone Company can- 
not reasonably be required to do what 
the New Jersey Bell Telephone Com- 
pany, a sister company in the Bell sys- 
tem, voluntarily furnishes from month 
to month without an order from any 
commission. 


Commissioner Burritt concurs. 
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Re Connecticut Light & Power Company 


[Opinion No. 75, Docket No. IT-5665.] 


Interstate commerce, § 22 — Electricity — Termination of status — Temporary 
facilities. 
1. The mere opening of switches and utilization of an alternative intrastate 
source of supply over temporary facilities is not sufficient to terminate 
the interstate status of an electric company’s facilities, p. 178. 


Interstate commerce, § 22 — What constitutes — Transmission of electricity. 
2. Transmission of electric energy in interstate commerce, within the mean- 
ing of the Federal Power Act, extends from the generator (where genera- 
tion is complete) to the point where the function of conveyance in bulk over 
a distance (which is the essential characteristic of “transmission”) is com- 
pleted and the process of subdividing the energy to serve ultimate consumers 
(which is the characteristic of “local distribution”) is begun, p. 179. 


Interstate commerce, § 22 — What constitutes — Facilities for transmission. 

3. Facilities required to raise voltage so that energy may be transmitted 
in bulk with minimum line losses, facilities that actually convey energy in 
bulk from point to point, and facilities to lower the voltage so that energy 
may readily be subdivided and distributed are facilities for transmission of 
such energy in interstate commerce, and in the same category of transmis- 
sion facilities are the several devices used for metering and controlling the 
flow of bulk energy, devices for limiting loss of voltage and energy in the 
line, devices for weather protection, and devices necessary to keep the parts 
of the interconnected system or systems in tune and prevent disruption or 
faulty operation, p. 179. 


Interstate commerce, § 22 — What constitutes — Transmission facilities — Change 
in title or custody. 
4. Facilities between the generators and the points at which local distribution 
begins are facilities for transmission of electric energy in interstate com- 
merce, regardless of changes in title or custody en route, p. 179. 


Interstate commerce, § 34.1 — Sale at wholesale — Sale to municipality. 
5. A sale of electric energy to a municipality which resells for distribution 
in another state is not excluded from regulation under the Federal Power 
Act as transmission in interstate commerce because made to a municipality, 
p. 181. 
Interstate commerce, § 34.1 — Scope of Federal Power Act — Effect of state regu- 
lation. 
6. A company supplying or obtaining electricity transmitted in interstate 
commerce is not exempt from regulation under the Federal Power Act be- 
cause it is subject to regulation by a state Commission, p. 181. 
Interstate commerce, § 22 — What constitutes — Electric transmission — Trans- 
formers. 
7. Transformers do not bring about such a change in the identity or form 
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of electric energy that they mark the terminus of the interstate commerce in 
the electric energy which crosses the state boundary, p. (81. 


Interstate commerce, § 22 — What constitutes — Electric transmission — Proof 
of utilization. 

8. A company obtaining a part of its supply from an agency which trans- 
mits electricity from another state cannot escape regulation under the Fed- 
eral Power Act by the contention that transmission of electric energy from 
points of generation in the other state to points of utilization in the state of 
utilization is not “uniquely demonstrable” and cannot be verified by physical- 
ly observable facts, in view of the commercial practice of accepting meter 
readings to show the direction in which electric power or energy is supplied 
and the total amount supplied, p. 181. 


[May 15, 1942] 
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RDER to show cause why an electric company fails to comply 
with orders and requirements under the Federal Power Act; 
jurisdiction asserted and compliance required. 


APPEARANCES: Lawrence A. How- 
ard, Olcott D. Smith, Claude R. 
Branch, and T. J. Davis, Jr., for The 
Connecticut Light and Power Com- 
pany; Howard E. Wahrenbrock and 
Howell Purdue, for the Commission. 

By the CoMMISSION : 


Findings 


Upon consideration of the order to 
show cause, issued by this Commission 


January 7, 1941, in the above- 
entitled proceeding, requiring The 
Connecticut Light and Power Com- 
pany (hereinafter sometimes referred 
to as the “respondent”), to show 
cause, if any, why it was not and had 
not been since August 26, 1935, a 
public utility within the meaning of 
the Federal Power Act, 16 USCA; 
why it had failed to comply with Or- 
der No. 42, adopted June 16, 1936, 
and with various other orders and re- 
quirements applicable to such public 
utilities and the nature of such fail- 
ures; and upon consideration of the 
answer filed, the transcript of the 
hearing held, the exhibits and stipula- 


tions received, the memoranda of law 
and briefs filed, and the transcript of 
oral argument, the Commission finds 
that : 

(1) The Connecticut Light and 
Power Company is a corporation or- 
ganized and existing under the laws 
of the state of Connecticut, having its 
principal office in the city of Hart- 
ford, Connecticut, and engaged in the 
production, purchase, transmission, 
distribution, and sale of electric en- 
ergy. 

(2) From and including August 
26, 1935, to the date of the hearing, 
the respondent continuously sold elec- 
tric energy in substantial amount to 
the borough of Groton, in the state 
of Connecticut, for resale. The ener- 
gy so sold was supplied from respond- 
ent’s substation at Montville, Con- 
necticut, and was transmitted by 
means, partially, of such substation 
facilities, transmission lines (includ- 
ing a 33,000-volt transmission line 
owned and operated by the respondent 
extending from Hallville, Connecti- 
cut, to the Trail’s Corner substation 
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of the respondent at Groton), and the 
Trail’s Corner substation facilities at 
Groton; also by an extension of that 
line to Groton Long Point and substa- 
tion facilities at Groton Long Point 
owned and operated for parts of that 
period by respondent. 

(3) From and including August 
26, 1935, until February 28, 1941, 
both inclusive, the borough of Groton 
continuously sold to Fishers Island 
Farms, Inc., and its successor, The 
Fishers Island Electric Corporation 
(which corporations are hereinafter 
referred to without distinction as 
Fishers Island), a substantial portion 
of the electric energy which it pur- 
chased from the respondent. Electric 


energy in substantial amount so pur- 
chased by Fishers Island was trans- 
mitted from Connecticut and distrib- 
uted and sold at retail by Fishers Is- 


land in the state of New York. The 
respondent had knowledge at all times 
since August 26, 1935, that the bor- 
ough of Groton sold to Fishers Island 
a substantial portion of the electric 
energy which it purchased from the 
respondent and that energy in sub- 
stantial amount so purchased by Fish- 
ers Island was transmitted from Con- 
necticut and consumed in New York. 

(4) From August 26, 1935, to 
February 28, 1941, both inclusive, the 
respondent continuously owned and 
operated facilities at or near Groton 
and Montville, and between those 
places, used for the transmission of 
the electric energy sold to Fishers Is- 
land, as aforesaid, as distinguished 
from local distribution thereof. 

(5) From August 26, 1935, to 
February 28, 1941, both inclusive, the 
respondent owned and operated facili- 
ties at or near Groton and Montville, 
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and between those places, for the 
transmission and sale at wholesale of 
electric energy transmitted from the 
state of Connecticut and consumed in 
the state of New York by persons oth- 
er than the transmitter thereof, which 
facilities were facilities for the trans- 
mission and sale at wholesale of elec- 
tric energy in interstate commerce, 
and respondent was, by virtue of its 
ownership and operation of such fa- 
cilities, a public utility within the 
meaning of that term as used in the 
Federal Power Act. 

(6) Since prior to January 1, 1937, 
the Turners Falls Power & Electric 
Company, a Massachusetts corpora- 
tion, and The Connecticut Power 
Company, a Connecticut corporation, 
have owned and operated a 66,000- 
volt double circuit line running from 
the former’s substation at Agawam, 
Massachusetts, across the Connecticut- 
Massachusetts boundary to the 66,- 
000-volt bus at the latter’s South 
Meadow substation in Hartford, Con- 
necticut. This double circuit line, 
known as the C-3 and D-4 lines, in 
Massachusetts is owned and operated 
by the Turners Falls Power & Electric 
Company and in Connecticut by The 
Connecticut Power Company. The 
Connecticut Power Company owns 
and operates a 66,000-volt line run- 
ning from the 66,000-volt bus at its 
South Meadow substation to its hy- 
droelectric generating plant at Falls 
Village, Connecticut, known and here- 
inafter referred to as the C. P. 1 and 
C. P. 2 lines. Recently the D-4 line 
and appurtenant facilities have been 
altered to operate at approximately 
110,000 volts and that line is now con- 
nected through substation facilities of 
The Connecticut Power Company and 
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The Hartford Electric Light Company 
io the C. P. 1 and C. P. 2 lines. 

(7) The Connecticut Valley Power 
Exchange is an unincorporated volun- 
ary association, consisting presently, 
and at all times since June 17, 1936, 
of The Connecticut Power Company, 
the Turners Falls Power & Electric 
Company, and the New England Pow- 
et Company, which exchange surplus 
dectric energy so that the lowest avail- 
able incremental cost source is used in 
supplying their combined load. Elec- 
tric energy is furnished to the Ex- 
change and paid for by the Exchange 
at the incremental cost to the supply- 
ing company and the Exchange in turn 
furnishes it to the receiving company 
and charges for it at the incremental 
cst to the receiving company of sup- 
plying an equivalent amount of energy 
from its own generating capacity. 
After payment of fixed charges and 


operating costs of the Exchange, the 
resulting savings are distributed by 


the Exchange to its members. In the 
operation of the Exchange electric en- 
ergy which is transmitted from Massa- 
chusetts has regularly, frequently, for 
substantial periods of time, and in sub- 
stantial amounts been, and continues 
to be, supplied to The Connecticut 
Power Company’s South Meadow 
substation and to its C. P. 1 and C. P. 
2 lines by means of the C-3 and D-4 
lines, substation facilities, and other 
appurtenant facilities. 


(8) Ata point on The Connecticut 
Power Company’s C. P. 1 and C. P. 
2 lines, 11.04 miles from that com- 
pany’s South Meadow substation, a 
tap line 7.53 miles long runs to its 
West Side substation in Middletown, 
Connecticut. From the West Side 
substation a 13,800-volt line of that 
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company extends to its Wolcott Lane 
substation in the town of Portland, 
Connecticut, and thence a similar line 
extended to that company’s Pole 110 
in the same town until after July 1, 
1939. 

(9) From January 1, 1937, to 
June 30, 1939, both inclusive, the re- 
spondent purchased electric energy for 
its East Hampton division in Connec- 
ticut from The Connecticut Power 
Company, supplied at Pole 110 in 
Portland, which electric energy reg- 
ularly, frequently, and for substantial 
periods of time included electric ener- 
gy in substantial amounts transmitted 
from Massachusetts by means of the 
aforesaid substation facilities and C- 
3, D-4, C.P. 1, C.P. 2, tap, and 13,- 
800-volt lines, and appurtenant facili- 
ties. 

(10) From January 1, 1937, to 
June 30, 1939, both inclusive, the re- 
spondent continuously owned and op- 
erated facilities in its East Hampton 
district and between that district and 
the aforesaid Pole 110 used for the 
transmission of electric energy pur- 
chased as aforesaid from The Con- 
necticut Power Company, as distin- 
guished from local distribution there- 
of. Such facilities consisted of sub- 
station facilities for reducing voltage 
from 13,800 volts to 4,600 volts at 
respondent’s Leesville substation, and 
to 2,300 volts at its East Hampton, 
Colchester, Comstock Bridge, Collins 
Hill, and Westchester substations, and 
the 13,800-volt lines connecting them 
to the facilities of The Connecticut 
Power Company at Pole 110. 

(11) From January 1, 1937, until 
June 30, 1939, both inclusive, the re- 
spondent owned and operated facili- 
ties in its East Hampton district, and 
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between that district and the aforesaid 
Pole 110, for the transmission of elec- 
tric energy, transmitted from the state 
of Massachusetts and consumed in 
the state of Connecticut by persons 
other than the transmitter thereof, 
which facilities were facilities for the 
transmission of electric energy in in- 
terstate commerce, and _ respondent 
was, by virtue of its ownership and 
operation of such facilities, a public 
utility within the meaning of that 
term as used in the Federal Power 
Act. 

(12) At a point on The Connecti- 
cut Power Company’s C.P. 1 and C.P. 
2 lines known as Switching Tower 
276, 39 miles from that company’s 
South Meadow substation, a tap line 
2.24 miles in length extends to the 
Torrington, Connecticut, substation 
of The Torrington Electric Light 


Company, a Connecticut corporation. 
At this substation The Connecticut 
Power Company maintains facilities 
for supplying electric energy from its 
C.P. 1 and C.P. 2 lines and that tap 
line to the 2,300-volt bus of The Tor- 


rington Electric Light Company. 
From January 1, 1937, to the date of 
the hearing The Connecticut Power 
Company sold electric energy to The 
Torrington Electric Light Company 
supplied from the former’s C. P. 1 and 
C.P. 2 lines and the aforesaid tap line 
to the latter’s 2,300-volt bus in its 
Torrington substation. 

(13) From January 1, 1937, to 
June 17, 1941, both inclusive, the re- 
spondent purchased, for its Winsted 
district, from The Torrington Elec- 
tric Light Company, a substantial por- 
tion of the electric energy sold to that 
company by The Connecticut Power 
Company as aforesaid. That portion 
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was supplied to the respondent from 
the 2,300-volt bus of The Torrington 
Electric Light Company’s Torrington 
substation. The electric energy so 
purchased by the respondent regular. 
ly, frequently, and for substantial pe- 
riods of time included electric energy 
in substantial amounts transmitted 
from Massachusetts by means of the 
aforesaid substation facilities, C-3, 
D+, C.P. 1, C.P. 2, and tap lines, and 
appurtenant facilities. 

(14) From January 1, 1937, to 
June 17, 1941, both inclusive, the re- 
spondent continuously owned and op- 
erated facilities in its Winsted dis- 
trict and between that district and the 
aforesaid 2,300-volt bus of The Tor- 
rington Electric Light Company used 
for the transmission of electric energy 
purchased, as aforesaid, from The 
Torrington Electric Light Company, 
as distinguished from local distribu- 
tion thereof. Such facilities included 
a substation at Torrington with fa- 
cilities for raising voltage from 2,300 
to 27,600 volts, a substation at Win- 
sted with facilities for lowering volt- 
age from 27,600 to 4,600 volts, and 
a 27,600-volt double circuit wood pole 
line 10 miles or more in length, be- 
tween those two substations. 

(15) From January 1, 1937, to 
June 17, 1941, both inclusive, the re- 
spondent owned and operated facilities 
in its Winsted district, and between 
that district and the aforesaid 2,300- 
volt bus of The Torrington Electric 
Light Company, for the transmission 
of electric energy transmitted from 
the state of Massachusetts and con- 
sumed in the state of Connecticut by 
persons other than the transmitter 
thereof, which facilities were facilities 
for the transmission of electric energy 
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in interstate commerce, and respond- 
at was, by virtue of its ownership 
and operation of such facilities, a pub- 
ic utility within the meaning of that 
frm as used in the Federal Power 
Act. 

(16) At a point on The Connecti- 
cit Power Company’s C.P. 1 and C.P. 
2 lines, known as Tower 474, ap- 
proximately 25 miles from that com- 
pany's South Meadow substation, a 
tap line approximately 1.83 miles in 
kngth runs to the respondent’s sub- 
sation in about the center of Bristol, 
Connecticut. 

(17) On December 16, 1936, The 
Connecticut Power Company, as sell- 
et, and the respondent, as buyer, en- 
tered into a contract effective Janu- 
ary 1, 1937, for a period of ten years 
for the supply of the entire require- 
ments of the respondent’s Bristol 
district by The Connecticut Power 
Company. From January 1, 1937, to 
the present time, the respondent has 
purchased and continues to purchase 
dectric energy under that contract for 
its Bristol district supplied to its Bris- 
tol substation, which electric energy 
regularly, frequently, and for sub- 
stantial periods of time, has included 
dlectric energy in substantial amounts 
transmitted from Massachusetts by 
means of the aforesaid substation fa- 
ities of The Connecticut Power 
Company, the C-3, D-4, C.P. 1, C.P. 
2,and tap lines, and appurtenant fa- 
cilities, 

(18) From January 1, 1937, to 
the present time the respondent has 
continuously owned and operated sub- 
tation facilities in Bristol used for 
the transmission of electric energy, 
purchased as aforesaid from The 
Connecticut Power Company, as dis- 
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tinguished from local distribution 
thereof. Such facilities consist of 
leads from the aforesaid tap lines 
which runs to the substation from the 
C.P. 1 and C.P. 2 lines, lightning ar- 
restors, disconnects, oil circuit break- 
ers, busses, step-down transformers, 
and appurtenant structures and facili- 
ties of the outdoor substation; a syn- 
chronous condenser and appurtenant 
facilities in the adjacent substation 
building; and facilities connecting the 
synchronous condenser with the out- 
door substation facilities referred to. 
(19) From January 1, 1937, to the 
present time the respondent has con- 
tinuously owned and operated and 
now owns and operates facilities in 
Bristol, Connecticut, for the transmis- 
sion of electric energy, transmitted 
from the state of Massachusetts and 
consumed in the state of Connecticut 
by persons other than the transmitter 
thereof, which facilities were and are 
facilities for the transmission of elec- 
tric energy in interstate commerce 
and respondent was and continues to 
be, by virtue of its ownership and op- 
eration of such facilities, a public util- 
ity within the meaning of that term 
as used in the Federal Power Act. 
(20) The respondent has omitted 
and failed to comply with the Com- 
mission’s Order No. 42, adopted June 
16, 1936, and effective January 1, 
1937; to comply with the Commis- 
sion’s order of May 11, 1937, con- 
cerning Electric Plant Instruction 2- 
D, Uniform System of Accounts; to 
comply with other orders supplemen- 
tal to said Order No. 42; to comply 
with the accounting requirements and 
requirements incidental thereto pre- 
scribed by such orders; and to comply 
with numerous other orders and re- 
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quirements prescribed by the Com- 
mission applicable to respotident as a 
public utility. 

Opinion 

Our order of January 7, 1941, that 
the respondent, The Connecticut Light 
and Power Company, show cause why 
it had not complied with numerous 
orders and requirements imposed by 
or pursuant to the Federal Power Act, 
followed respondent’s refusal to adopt 
the Commission’s Uniform System of 
Accounts in its accounting and to sub- 
mit proposals for reclassifying its ac- 
counts accordingly. 

When the Federal Power Act be- 
came law on August 26, 1935, the 
respondent made a gesture of termi- 
nating its transmission and sale of 
electric energy in interstate commerce. 
It was an expensive gesture—that is 
expensive ultimately to the electric 


ratepayers—for it meant that they 
would no longer benefit from econo- 
mies resulting from respondent’s par- 
ticipation in the Connecticut Valley 


Power Exchange.’ But it was only 
a gesture, for while respondent did 
cut its interconnection near New Brit- 
ain, Connecticut, with The Connecti- 
cut Power Company’s Hartford-Falls 
village transmission line, whereby it 
had exchanged electric energy with 
other members of the Exchange in 
Massachusetts and Connecticut, it did 
not cut other interconnections over 
which interstate energy flowed. 

One such interconnection which was 
not severed was that with the borough 
of Groton whereby respondent sup- 
plied electric energy from its main 





1In the twelve months ending August, 1935, 
when the Public Utility Act of 1935 became 
law, respondent’s share, alone, of Exchange 
savings amounted to more than $84,000. 
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interconnected transmission system to 
the borough. The borough in turn, 
admittedly within the knowledge of re. 
spondent, transmitted and sold a sub- 
stantial part of the electric energy 
which it purchased from respondent 
to the electric utility serving custom. 
ers on Fishers Island, New York, of 
the shore of Connecticut, by means of 
an interconnection at Groton Long 
Point in Connecticut and submarine 
cables. 

Another such __ interconnection 
which respondent did not cut at that 
time was at a point in the town of 
Portland, near Middletown, Connecti- 
cut, whereby it obtained energy from 
The Connecticut Power Company to 
serve its customers in East Hampton, 
Colchester, Leesville, and vicinity. 
Neither did respondent cut its inter- 
connection at Torrington whereby it 
obtained energy from The Torring- 
ton Electric Light Company to serve 
its customers in Winsted and vicinity. 
(That company, in turn, obtained the 
energy from The Connecticut Power 
Company.) Nor did it cut its inter- 
connection at Bristol whereby it ob- 
tained energy from The Connecticut 
Power Company to serve its custom- 
ers there. 

The Portland, Torrington and 
Bristol interconnections supplied re- 
spondent’s isolated systems at those 
points from The Connecticut Power 
Company’s Hartford-Falls village 
line already referred to, over which 
the respondent had received energy 
from the Connecticut Valley Ex- 
change. A transmission line from 
Agawam, Massachusetts, to Hartford, 
Connecticut, interconnected at Hart- 
ford with the Hartford-Falls village 
line at all times since January 1, 1937. 
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In general, each of those three in- 
terconnections differed from that at 
New Britain in that respondent could 
not at once arrange for any alterna- 
tive supply of electric energy to take 
the place of those interconnections. 
At Groton, respondent’s contract was 
not terminable until April 1, 1940, 
and at Bristol not until January 1, 
1947, At East Hampton and at Win- 
sted, construction of alternative trans- 
mission lines to supply those areas 
from respondent’s main interconnect- 
ed transmission system would have 
required several months to complete. 

Under these circumstances, re- 
spondent seems to have assumed that 
it had a choice of policies: (1) it 
could comply with all requirements un- 
der the act until it should have severed 
those interconnections and_ thereby 
have ceased to own or operate facili- 
ties for the transmission or sale of 
electric energy in interstate com- 
merce; or (2) it could carefully watch 
the administration of the act in prac- 
tice; could postpone outright refusal 
to comply by a temporizing attitude 
of responding in some fashion to 
those requirements of the Commission 
which did not involve any issue 
deemed important, thus deferring as 
long as possible a showdown on the 
jurisdictional question; and in the 
meantime it could move as rapidly as 
circumstances would permit and the 
assiduity (and availability of funds) 
of the Commission should dictate, to 
eliminate interconnections on which 
the Commission might, in practice, 
hold it to be a “public utility” under 
the act. 


That is to say, respondent appears 
to have assumed that it had a choice 
of obeying the law or avoiding being 
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caught. Respondent chose to try the 
latter alternative. It filed its Annual 
Report for 1937, but did so over four 
months late and without the form of 
verification required of “public utili- 
ties’; for 1938, but three months late 
and likewise without that verifica- 
tion; the same for 1939, with the fur- 
ther omission of the supplemental ver- 
ification on oath by the president of 
the respondent. Its record of filings 
of power system statements is simi- 
lar, and necessary corrections were 
made only after repeated letters of in- 
quiry by the Commission’s staff. In 
another instance, the staff was still 
seeking to obtain typical bill data from 
the respondent after all other compa- 
nies in the country in the same cate- 
gory had filed their data. In July, 
1941, at the hearing in the present 
proceeding, respondent for the first 
time offered to comply with a request 
originally made December 2, 1938, 
for data on the effect of a flood, hur- 
ricane, and tidal wave on electric serv- 
ice. Five months were consumed in 
responding to the Commission’s in- 
quiry of November 16, 1939, as to 
the status of the respondent’s original 
cost studies necessary to the required 
reclassification of its system of ac- 
counts. Its response when finally 
made indicated that it would not com- 
ply with accounting requirements of 
this Commission. 

Meanwhile, on July 1, 1939, re- 
spondent severed its interconnection 
in the town of Portland, “one of the 
considerations” for so doing admit- 
tedly being its policy to avoid being 
held by this Commission to be en- 
gaged in interstate commerce. 

When the contract with the bor- 
ough of Groton expired in 1940, re- 
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spondent would not enter into a new 
contract while the borough continued 
to sell to the Fishers Island company. 
This was done, admittedly, in accord- 
ance with respondent’s policy to avoid 
being held by this Commission to be 
engaged in interstate commerce. Sales 
by the borough to the Fishers Island 
company actually stopped within two 
months after we issued our show 
cause order initiating this proceeding. 

Finally, on June 17, 1941, less than 
three weeks before the hearing in this 
proceeding, respondent ceased to re- 
ceive electric energy at Torrington 
supplied from the Hartford-Falls Vil- 
lage line, shortly after Commission 
staff engineers showed interest in the 
Torrington interconnection by a visit 
to Torrington in the course of their 
investigation of respondent’s facili- 
ties. To procure a temporary alterna- 
tive supply of electric energy for Win- 
sted respondent agreed to pay The 
Torrington Electric Light Company 
extra to supply electric energy gener- 
ated by that company’s steam gener- 
ators in Torrington which were nor- 
mally not operated theretofore. Spe- 
cial temporary connections were made 
in the Torrington substation to do this 
in such a way as to avoid intermin- 
gling the electric energy so produced 
with that still supplied to The Tor- 
rington Electric Light Company for 
its own needs from the Hartford- 
Falls Village line. Switches in the 
substation circuits whereby respond- 
ent had formerly been supplied from 
that line were opened. Here again an 
admitted purpose was to avoid being 
held by the Commission to be engaged 
in interstate commerce. 

[1] We are not satisfied that the 
mere opening of switches and utiliza- 
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tion of an alternative (and, as the 
evidence shows, unreliable) intrastate 
source of supply over temporary fa- 
cilities is sufficient to terminate the 
status of respondent’s Tarrington- 
Winsted facilities as facilities for the 
transmission of electric energy in in- 
terstate commerce. From another 
view, the facilities formerly used may 
now be permanent facilities for emer- 
gency use and, not having been au- 
thorized by this Commission under the 
last clause of § 202(d), may be suff- 
cient to establish jurisdiction to the 
present time. However, in view of 
other facts in the case, we have not 
undertaken to decide that question. 

Only at Bristol, where respondent’s 
contract still had some time to run, 
had respondent, at the opening of the 
hearing, not severed its interconnec- 
tions over which interstate energy 
flowed. 

By discontinuing these interconnec- 
tions or interstate transactions by 
means thereof, at Groton, Portland, 
and Torrington, respondent impliedly 
recognized that it had been subject or 
at least that it probably would be held 
to be subject to the regulatory provi- 
sions of the act: i.e., that there was 
interstate energy supplied at those in- 
terconnections, and that respondent 
owned or operated facilities for the 
transmission of that energy. The 
record confirms those facts. 

At Groton respondent admits, as 
we have said, the out-of-state destina- 
tion of electric energy continuously 
supplied in sufficient amounts to meet 
the needs of the customers on Fishers 
Island from before the enactment of 
the act until February, 1941. At the 
other interconnections the testimony 
of Commission staff engineers based 
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on a study of transactions beginning 
January 1, 1937, establishes that reg- 
ularly, frequently, for substantial pe- 
riods of time, and in substantial 
amounts, electric energy generated in 
Massachusetts was supplied to re- 
spondent for distribution and sale to 
its customers in Connecticut, some- 
times mixed with energy generated in 
Connecticut, sometimes not mixed. 
That is to say, at times, electric ener- 
gy generated in Massachusetts, alone, 
was supplying respondent’s loads at 
those interconnections. 

[2-4] The record also establishes 
that respondent owned and operated 
facilities for the “transmission” of 
that interstate energy. In consider- 


ing this subject it is necessary to ex- 
amine somewhat closely the scope of 
“transmission of electric energy in in- 
terstate commerce” within the pur- 
view of the act (as distinguished 


from “generation” at the one end and 
“local distribution” at the other). 
The Federal Power Act declares that 
“electric energy shall be held to be 
transmitted in interstate commerce if 
transmitted from a state and con- 
sumed at any point outside thereof.” 
Such transmission, in our opinion, ex- 
tends from the generator, where gen- 
eration is complete,® to the point where 
the function of conveyance in bulk 
over a distance, which is the essential 
charatceristic of “transmission,” is 
completed and the process of subdi- 
viding the energy to serve ultimate 
consumers, which is the characteristic 
of “local distribution,” is begun.® 
This necessarily implies and requires 
that the facilities (substations, includ- 


ing transformers and other equip- 
ment) that are required to raise the 
voltage (and reduce the current) so 
that energy may be transmitted in 
bulk with minimum line losses; the 
facilities (lines) that actually convey 
the energy in bulk from point to 
point; and the facilities to lower the 
voltage (and raise the current) again, 
so that the energy may readily be sub- 
divided and distributed, are facilities 
for transmission. In the same cate- 
gory of transmission facilities are the 
several devices used for metering and 
controlling the flow of bulk energy; 
the devices, such as synchronous con- 
densers’ for limiting the loss of volt- 
age and energy in the line; devices for 
weather protection; and the devices 
which are necessary to keep the parts 
of the interconnected system or sys- 
tems “in tune’ and prevent actual 
physical disruption or faulty opera- 
tion of the delicately balanced appa- 
ratus which makes it possible for elec- 
tric energy to perform its miracles. 
This fundamental conception of the 
essential component facilities for the 
electrical transmission of energy will 
be clarified if we consider what would 
have to be done, what facilities would 
have to be added, if the generator lo- 
cated in the heart of a local distribu- 
tion system were removed to a distant 
point. Respondent’s own engineering 
and expert witnesses corroborated the 
testimony of Commission engineers, 
that in such a case it would be neces- 
sary to add to the facilities for gen- 
eration and for local distribution a 
step-up substation, a transmission line 
and a step-down substation. These 





®Utah Power & Light Co. v. Pfost (1932) 
286 US 165, 181, 76 L ed 1038, 52 S Ct 548. 
3Southern Nat. Gas Corp. v. Alabama 
(1937) 301 US 148, 155, 81 L ed 970, 57 S Ct 


696; East Ohio Gas Co. v Tax Commission 
(1931) 283 US 465, 471, 75 L ed 1171, 51 S Ct 
499, 
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facilities are necessarily used where 
electric energy in bulk is commercial- 
ly conveyed over a distance too great 
for economical conveyance at genera- 
tor voltage. 

In the case of telegraph and tele- 
phone the courts have long recognized 
that, where interstate transmission is 
involved, the facilities for such trans- 
mission include not only the sending 
devices, and the interstate wires, but 
also the facilities at the receiving end. 
Western U. Teleg. Co. v. Foster, 247 
US 105, 62 L ed 1006, PUR1918D 
865, 38 S Ct 438, 1 ALR 1278. See 
Western U. Teleg. Co. v. Pendleton 
(1887) 122 US 347, 30 L ed 1187, 
7 S Ct 1126; Smith v. Illinois Bell 
Teleph. Co. 282 US 133, 150, 75 L 
ed 255, PURI1931A 1, 51 S. Ct 65. 
The complete absence of interstate 
wires in radio transmission does not 
alter the situation. United States v. 
American Bond & Mortg. Co. (1929) 
31 F(2d) 448, 454; National Broad- 
casting Co. v. New Jersey Pub. Utility 
Comrs. (1938) 25 F Supp 761, 763, 
27 PUR(NS) 314. 

In view of the skepticism and unbe- 
lief with which the world received the 
announcement of the possibility of elec- 
trical communication by “wireless,” 
which is now accepted as common- 
place, it would be rash to assume that 
the transmission of electric energy for 
motors, heaters, and lights will never 
be freed of the limitations of present 
day transmission lines. If that should 
take place, clearly it could not be con- 
tended that the mere elimination of 
the lines would mean that the electric 
energy was no longer transmitted in 
interstate commerce, or that the 
“transmitter” and other devices by 
which such energy would be sent and 
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received would not be regarded as 
“facilities for transmission.” 

Upon the record before us, we are 
constrained to hold that “facilities for 
transmission” include not merely the 
wires by which energy is conveyed in 
bulk over a distance but all the de- 
vices necessary and useful to accom- 
plish that conveyance. 

This is not to say that there may 
not be transmission where there is no 
stepping up of the voltage by trans- 
formers. Generator voltages may be 
high enough for transmission over 
some distances. It does mean that, 


where transformers or other auxiliary 
devices are necessary or are used to 
make the transmission of electric en- 
ergy in bulk over a distance commer- 
cially feasible, such devices must be 
classified as facilities for transmis- 
Thus the facilities for raising 


sion. 
the voltage at which energy is supplied 
to a line (as at Torrington) and for 
lowering the voltage at which energy 
is received from the line, as at Win- 
sted, at East Hampton and _ other 
points in that vicinity, at Bristol, and 
at Fishers Island, come within this 
classification. 

We have, therefore, concluded with 
respect to the energy transactions at 
Groton, for example, that the electric 
energy consumed by customers on 
Fishers Island in New York was trans- 
mitted from respondent’s generators 
in Connecticut, through its step-up 
substation, and 33-kilovolt transmis- 
sion lines to Groton Long Point; 
thence by 33/6.9-kilovolt step-down 
transformers (owned by respondent 
for a short time after the enactment 
of the act), 6.9-kilovolt line owned by 
the borough, 6.9-kilovolt submarine 
cables across the Connecticut-New 
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York boundary, and other facilities 
owned by the Fishers Island company 
(including further step-down trans- 
formers) to the points at which sub- 
division marks the beginning of local 
distribution on Fishers Island; and 
that the facilities between the genera- 
tors and the points at which local dis- 
tribution begins are facilities for 
transmission of electric energy in in- 
terstate commerce, regardless of 
changes in title or custody, en route. 
Illinois Nat. Gas Co. v. Central Illi- 
nois Pub. Service Co. (1942) 314 US 
—, 86 Led —, 42 PUR(NS) 53, 62 
S Ct 384, and cases there cited; Peo- 
ples Nat. Gas Co. v. Federal Power 
Commission (1942) 127 F(2d) 153, 
44 PUR(NS) —. 

We may point out that pursuant to 
an application made by the company 
serving Fishers Island we have here- 
tofore, under § 203 of the Federal 
Power Act, authorized and approved 
the sale of the part of such facilities 
owned by that company, as being sub- 
ject to our jurisdiction. Re Fishers 
Island Farms, Docket No. IT-5645, 
Oct. 15, 1940. 


[5] We turn now to the defenses 
by which respondent seeks to justify 
its conduct. It contends that its sale 
of electric energy to the borough of 
Groton was not a “sale at wholesale” 
because made to a municipality, and it 
cites the definitions in the act of the 
terms involved. We have previously 
explained our reasons for rejecting 
such a contention. See our Opinion 
No. 43, Los Angeles v. Nevada-Cali- 
fornia Electric Corp. Docket No. IT- 


5512, Jan. 25, 1940, 32 PUR(NS) 
193; and Opinion No. 45, Re Otter 
Tail Power Co. Docket No. IT—5544, 
May 1, 1940, 33 PUR(NS) 257. As 
this contention is based solely upon the 
definitions of “sale at wholesale,” it 
obviously cannot apply to “transmis- 
sion in interstate commerce” even 
though such transmission is to a mu- 
nicipality. 

[6] Respondent’s contentions that 
it is subject to regulation by the Pub- 
lic Utilities Commission of the state 
of Connecticut and therefore not sub- 
ject to the regulation provided by the 
Federal Power Act must be rejected. 
Northwestern Electric Co. v. Federal 
Power Commission (1942) 125 F 
(2d) 882, 43 PUR(NS) 140; Re 
Hartford Electric Light Co. Docket 
No. IT-5560, decided Oct. 21, 1941, 
reaffirming decision of Feb. 25, 1941, 
37 PUR(NS) 193, Opinions Nos. 
58-A and 58. 

[7] Respondent also repeats the ar- 
gument, rejected in our decision last 
referred to, that transformers bring 
about such a change in the identity or 
form of electric energy that they mark 
the terminus of the interstate com- 
merce in the electric energy which 
crosses the state boundary. Nothing 
in this record alters our opinion al- 
ready expressed that this contention 
is untenable.* 

[8] Finally, we notice the conten- 
tion that transmission of electric en- 
ergy from points of generation in 
Massachusetts to points of utilization 
in Connecticut is not “uniquely de- 
monstrable,” cannot be verified by 





*See: Utah Power & Light Co. v. Pfost 
(1932) 286 US 165, 172, 76 L ed 1038, 52 S Ct 
48; Mill Creek Coal & Coke Co. v. Public 

ce Commission, 84 W Va 662, PUR 1920A 
74, 100 SE 557, 560 7 ALR 1081; Western 


U. Teleg. Co. v. Foster, 247 US 105, 112, 62 
L ed 1006, PUR 1918D 865, 38 S Ct 438, 1 
ALR 1278; Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co (1942) 314 US —, 
86 L ed —, 42 PUR(NS) 53, 62 S Ct 384. 
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physically observable facts, and 
hence that the jurisdiction of this 
Commission cannot be “proved.” The 
contention seeks to exploit the fact 
that electric energy is not in itself 
susceptible to direct physical observa- 
tion. 

Respondent’s expert witnesses ad- 
mit that where the readings of watt 
or watt-hour meters are verifiable by 
physically observable facts, as at gen- 
erators and at consumers’ appliances 
where the equivalent mechanical or 
heat energy can be physically meas- 
ured and compared with the watt and 
watt-hour meter readings, such read- 
ings are “provably” accurate. They 


do not claim that there is any more 
reason for doubting their accuracy at 
other points, but merely that that ac- 
curacy cannot be proved at other 
points as it can be at generators and 


at consumers’ appliances—or rather, 
cannot be proved in the absolute sense 
which respondent’s contention assumes 
and seeks to have us accept as neces- 
sary. But such a degree of proof— 
proof beyond any doubt, reasonable 
or unreasonable—is not required. 
The conception advanced by re- 
spondent’s expert witnesses that over 
and above the flow of electric energy 
on a circut shown by watt and watt- 
hour meters there may be postulated 
other flows and counterflows not 
shown by the meters, is wholly sup- 
posititious and not supported by the 
commercial practice of the electric 
utility industry. That practice is to 
accept such meter readings as show- 
ing the direction in which electric 
power or energy is supplied, and the 
total amount supplied, as a basis of 
payment for energy bought and sold 
in the countless transactions upon 
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which the industry’s revenues depend, 
Utilizing the same showings, by such 
meters, of direction and amount of 
flow of energy at points on the circuit 
from Masschusetts to the Portland. 
Torrington, and Bristol interconnee. 
tions and on each tap where energy 
might leave or enter the circuit, Com. 
mission staff engineers “traced” the 
flow of elestric energy from Massa- 
chusetts to each of those interconnec- 
tions. In so doing they were using 
meter readings at each point for the 
same purpose for which such readings 
are commonly used in the industry, 
i. e., to show direction and amount of 
flow of energy. Their reliability for 
those purposes in the commercial 
transactions of the industry is a suf- 
ficient guaranty of their reliability 
and appropriateness for the same pur- 
poses in the regulation of the indus- 
try. 

We find significant confirmation of 
the traceability of electric energy in 
the testimony of the engineer who had 
been the manager of The Connecticut 
Valley Power Exchange for fifteen 
years. He explained that the opera- 
tions of that Exchange are scheduled 
so that the lowest incremental cost en- 
ergy available from the combined ger- 
erating facilities of the members of 
the Exchange is utilized to supply 
their combined loads. To determine 
which particular generator shall be 
used, however, it is necessary, accord- 
ing to his testimony, to take into at- 
count not merely the incremental cost 
of generation of energy at the genet- 
ator in question but also the energy 
losses entailed in the transmission of 
that energy over the transmission fa- 
cilities used to supply the particular 
load it will carry. 
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The fact that the actual utility op- 
erations by which energy is supplied to 
respondent’s facilities over the inter- 
connections in question, are scheduled 
on a basis which takes into account 
energy losses entailed by the flow of 
energy from a particular generator 
over a particular path to a particular 
load demonstrates that for practical 
purposes the flow of energy ts traced, 
notwithstanding the testimony of re- 
spondent’s experts that such tracing is 
not “uniquely demonstrable by physi- 
ally verifiable facts.” 

That respondent’s expert and other 
witnesses did not testify that the 
method of tracing the flow of electric 
energy used by the Commission’s staff 
engineers was erroneous, is, under the 
circumstances, highly significant. 

It appears, from the record before 
us, that the views of respondent’s ex- 
perts were limited to observing solely 
the mathematical equality, or lack of 
equality, of generation and _ load. 
Such a method, it was admitted, 
would permit allocating to a genera- 
tor in Hartford, Connecticut, the sup- 
ply of a load in Shanghai, China, and 
to the Shanghai generator the supply 
of the load in Hartford, if such equal- 
ity were observed, notwithstanding the 
fact that the Hartford generator ap- 
pears to be electrically connected to 
the load in Hartford and the Shang- 
hai generator to the load in Shanghai, 
while there appears to be no electrical 
connection between Shanghai and 
Hartford. An expert’s opinion which 
regards such an unreal postulate as 
equally valid with the conclusion that 
the respective loads are carried by the 
local generators, as shown by meters 
on the connecting electric circuits, ap- 
Pears to us wholly worthless for the 
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practical purpose of administering the 
Federal Power Act. 

The Commission, in its initial cases 
involving the determination of its ju- 
risdiction, has admitted such testi- 
mony at great length, not only in an 
excess of “due process” caution, but 
also to give abundant opportunity for 
testing these contentions. Patience 
may, however, cease to be commend- 
able. The courts will not condone 
the unrestrained augmentation of the 
record which they must consider. We 
think that the results in this case dem- 
onstrate that it may be necessary here- 
after to apply reasonable limits to the 
testimony of so-called “experts.” 

It is abundantly clear that respond- 
ent was a “public utility” on June 16, 
1936, when our Order No. 42 pre- 
scribing the Uniform System of Ac- 
counts for public utilities was issued ; 
on January 1, 1937, when it became 
effective; on May 11, 1937, when we 
issued our further order with respect 
to Electric Plant Accounts Instruction 
2-D of the Uniform System of Ac- 
counts, and continuously through Jan- 
uary 1, 1939, when reclassification of 
accounts in accordance with the fore- 
going orders was required to be com- 
pleted; that there was no excuse for 
its failure to comply; and that it 
should be required to make good its 
omission without further delay and 
as of the time compliance was origi- 
nally required. 

An order will issue accordingly. 


ORDER 


Having on this date made and en- 
tered its findings and opinion (Opin- 
ion No. 75) in the above-entitled mat- 





5 Cf. Alabama Power Co. v. Federal Power 
Commission (US Ct App [D C]), March 30, 
1942. 


44 PUR(NS) 





FEDERAL POWER COMMISSION 


ter, hereby incorporated by reference 
as a part hereof, the Commission or- 
ders that: 

(A) The respondent is hereby re- 
quired to comply with the aforesaid 
Order No. 42, order of May 11, 1937, 
and other orders supplemental to said 
Order No. 42; and to comply with the 
accounting requirements prescribed 
thereby, applicable to it as a public 


utility within the meaning of. that 
term as used in that act, as of the ef. 
fective dates of such orders. 

(B) The respondent shall, within 
ninety days from the date of this or- 
der, file the data and information re- 
quired by Electric Plant Accounts In- 
struction 2—D of the Uniform System 
of Accounts, and the aforesaid order 
of May 11, 1937. 
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Re Missouri Standard Telephone Company 


[Case No. 9950.] 


Valuation, § 26 — Items omitted from record. 
1. Equipment erroneously omitted from an engineers’ appraisal should be 
added to the appropriate account in a determination of fair value although 
the error was disclosed too late to incorporate in the record, p. 186. 


Valuation, § 238 — Property not owned — Property outside of state. 
2. Office furniture and equipment located in the general office of a parent 
company in another state and owned by that company should be excluded 
from the appraisal of property of an operating company in a proceeding 
to determine fair value although the local company, by participating in a 
group plan under which the parent performs administrative bookkeeping, 
purchasing, and other services, is able to effect savings, p. 186. 


Depreciation, § 77 — Telephone property. 


3. An over-all depreciation rate of 3.85 per cent per year was approved fora 


telephone company, p. 189. 


[June 24, 1942] 


PPLICATION by telephone company requesting Commission to 
fix fair value of exchange property and amount necessary 
for annual depreciation; fair value determined and depreciation 


rate established. 


By the Commission: This case is 
before the Commission upon applica- 
tion filed September 26, 1940, by the 
Missouri Standard Telephone Compa- 
ny praying the Commission to make 
such investigations of its property and 


records as are necessary to ascertaif, 
determine, and fix the fair value of the 
property used and useful in rendering 
telephone service to the residents of 
Lebanon, Laclede county, Missouri, 
and also to determine the proper 
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amount necessary to be charged to de- 
preciation, annually, on said telephone 
exchange. 


By its order of November 14, 1940, 
the Commission directed its engineer- 
ing and accounting departments to 
make such investigations as deemed 
necessary to assist the Commission in 
deciding the issues in this case. The 
engineering department filed its report 
on June 13, 1941, but no separate re- 
port was filed by the accounting de- 
partment. 


Due notice having been given all in- 
terested parties, the case was heard 
before one of the Commissioners at 
Jefferson City, Missouri, on October 
7, 1941, the appearances being R. W. 
Hedrick, Attorney for the company, 
and James H. Linton and Milton M. 
Kinsey, for the Commission. 


The record shows that the applicant 
Missouri Standard Telephone Compa- 
ny owns and operates various tele- 
phone exchanges in the state of Mis- 
souri. At Lebanon, the property com- 
prises a one-story frame central office 
building in which is installed a com- 
mon battery switchboard equipped 
with 1,200 subscriber lines as well as 
the usual pole lines, aerial and under- 
ground cable, and other appurtenant 
and associated equipment for serving 
some 900 users. In addition to the 
city of Lebanon, the company renders 
a small amount of rural and switching 
service to the adjoining territory. 


Reproduction Cost 


The Commission engineers’ repro- 
duction new and reproduction less de- 
Preciation estimates were introduced 
as Exhibit 1, by Mr. Lee Dodson, a 
member of the Commission’s staff. 


Including cash working capital, ma- 
terials and supplies, and general over- 
heads, the cost of reproduction new 
for all property used in public service, 
as of December 31, 1940, is $86,- 
790.52, and after deducting deprecia- 
tion, $76,286.44. The corresponding 
figures for that portion of the prop- 
erty allocated to the city of Lebanon 
are $84,805.21 and $75,316.58, re- 
spectively. The details of these fig- 
ures, slightly adjusted, will be set out 
hereinafter. 

Mr. Dodson testified that this ap- 
praisal was based on a complete field 
inventory of the property made by the 
Commission engineers, that unit prices 
were secured by quotations from man- 
ufacturers, that the labor rates adopted 
were applicable locally at Lebanon, that 
direct labor and material overheads as 
well as general overheads had been add- 
ed, and that “the entire procedure in 
preparing this appraisal was in con- 
formity with methods used by our en- 
gineering department and approved by 
the Commission in the past.” 

The amount of depreciation exist- 
ing in the property was determined by 
inspection, a condition per cent being 
allotted to each inventoried item based 
on observation, judgment, and expe- 
rience. Among the factors considered 
in arriving at the condition percentages 
were age, extent of wear, quality of 
maintenance, obsolescence, and other 
elements which contribute to a lessen- 
ing in value. 

The accuracy of the Commission en- 
gineers’ inventory and appraisal was 
not questioned by the company. They 
did, however, present witness H. N. 
Seslar, plant engineer for the Missouri 
Standard Telephone Company, who 
introduced Exhibit A, and testified 
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with respect to the additions and re- 
tirements for the period between Jan- 
uary 1, 1940, and September 1, 1941. 
Exhibit A shows, by accounts, a de- 
tailed description of the property add- 
ed or retired, and gives the quantities, 
unit costs, reproduction cost, and de- 
preciated reproduction cost of each 
item. Having carefully examined the 
exhibit, and having reviewed Mr. Seal- 
ar’s direct and cross-examination, we 
will adopt the figures set out in Ex- 
hibit A, for modifying our engineers’ 
appraisal so that it reflects conditions 
as of September 1, 1941. 

[1] Subsequent to the hearing, our 
staff has discovered an error in the en- 
gineers’ appraisal of Account 231, Sta- 
tion Apparatus, resulting from the 
omission of 124 sub-sets for handsets 
having a total value of $916.36, and 
while the error was disclosed too late 
to incorporate in the record, we believe 
that, in justice to the company, the 
above amount should be added to the 
appropriate account. 

[2] Mr. Seslar also introduced ap- 
plicant’s Exhibit B, a detailed list of 
desks, chairs, rugs, calculating ma- 
chines, and other furniture fixtures, 
and office equipment, all of which are 
located in the general office of the As- 
sociated Public Utilities Company at 
Columbus, Ohio. The witness stated 
that the Associated Company held title 
to this equipment, and that the exhibit 
comprised all of the property of this 
type that was owned by them. 


The Associated Company operates 
in a number of states, and is the “par- 
ent” of several companies, including 
the applicant, for which it performs 
administrative, bookkeeping, purchas- 


ing, and other services. It was con- 
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tended that, by participating in such 
a group plan, the local company at Leb- 
anon, and hence the telephone using 
public, was able to effect savings as 
compared to the costs of providing and 
maintaining adequate individual gen- 
eral office functions. From this prem- 
ise, it was argued that a portion of the 
value of the office equipment at Co- 
lumbus should be included in the ap- 
praisal of the Lebanon property 

Exhibit B shows the reproduction 
cost of each item of property, the total 
being $51,184.21, but neither the con- 
dition per cent nor the depreciated val- 
ue of the items is set out. To allocate 
this property Mr. Seslar compared the 
765 stations in Lebanon (at the time 
his study was made) with the total of 
37,375 stations owned by the Associat- 
ed Company in all states, the resulting 
percentage of 2.05 being applied to the 
$51,184.21 value. Thus, he claimed 
that the Commission engineers’ ap- 
praisal should be increased by $1,- 
049.28. 

We are aware that certain jurisdic- 
tions have permitted the value of prop- 
erty located outside of a state to be in- 
cluded with other property within that 
state for rate-making purposes. (Peo- 
ple ex rel. Pennsylvania Gas Co. v. 
Public Service Commission [NY] 
PUR1925C 608, 622; Re Bluefield 
Water Works & Improv. Co. [W Va] 
PUR1921E 655, 663; Davis v. Penn- 
sylvania Gas Co. [NY 1920] PUR 
1921B 342, 355; Re Potomac Electric 
Power Co. [DC] PUR1917F 70, 72.) 
On the other hand, some Commissions 
have held that property not located 
within its jurisdiction should not be in- 
cluded in a rate base. (Re Tennessee 
Electric Power Co. [Tenn] PUR 
1930E 312, 326; Re New York 
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Teleph. Co. [NY 1924] PUR1925C 
767,773). 

From a reading of the cases on this 
point, it appears that, in the main, 
property located in a foreign state has 
been included in the rate base only in 
those instances where it comprises 
land, dams, or other substantial struc- 
tures. Without committing ourselves 
with respect to such a situation, we be- 
lieve that the present problem is con- 
siderably different. The property here 
involved is short-lived, the items are 
frequently retired or replaced, they 
consist of small units of a personal 
property nature which may readily be 
removed, and, furthermore, they are 
not readily accessible for the Commis- 
sion’s inspection and check. It would 
be expensive, impracticable, and might 
lead to injustices were we to assume 
the burden of including in our value, 
property of this kind when located out- 
side our jurisdiction. In the present 
case, also, no portion of this furniture 
was allocated to the electric and water 
companies operated by Associated, 
which is a serious error. We are not 
informed of the details as to the 
amount of depreciation existing in the 
various items, and in any event, they 
are not owned by the applicant, but the 
situation has more the complexion of 
a lease arrangement. We will, there- 
fore, not allow in our rate base the 
value of furniture and fixtures located 
at Columbus, Ohio. In arriving at 
this conclusion, we call attention to the 
fact that we are not eliminating the 
possibility of making an allowance in 
operating expenses for rental of this 
type of equipment. But this latter 
question is not now before us. 
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The following tabulation shows our 
summary of the reproduction cost new 
and less depreciation as of September 
1, 1941, for the property allocated to 
the city of Lebanon after giving effect 
to the conclusions outlined above. 
[Table omitted. ] 


Original Cost 


Mr. Dodson introduced into the rec- 
ord Commission engineers’ Exhibit 2, 
a statement of the investment shown 
on the company books, together with 
an estimate of the original cost of the 
property. With respect to this exhibit, 
Mr. Dodson’s testimony is as follows: 

“Due to a lack of records and the ex- 
cessive expense involved in making a 
complete original cost study we have 
prepared an estimate of original cost 
by starting with an inventory prepared 
by Hagenah & Dorsey in 1928. We 
repriced this inventory using unit costs 
which in our opinion are applicable to 
this property as of 1928. To 
our original cost estimate as of 1928, 
we added the gross additions for the 
period 1928 to 1940, inclusive, and de- 
ducted the retirements as shown for 
the same period. The retirements 
were adjusted downward, however, to 
take into account the fact that our es- 
timated original cost at 1928 was con- 
siderably less than the company books 
at that time and upon which, presum- 
ably, the recorded retirements were 
based.” 

Recasting, but not modifying, Ex- 
hibit 2, and adding thereto the net ad- 
ditions for the eight months ending 
August 31, 1941, and allowances for 
cash working capital and material and 
supplies, we have the following: 
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Property at May 1, 1928 
Net additions 5/1/38 to 12/31/40 
Net additions 1/1/41 to 8/31/41 


Cash working capital 
Material and supplies 


The record shows that the company 
was carrying on its books a balance of 
$12,682.37 in the depreciation reserve 
account as of December 31, 1940, 
while on the basis of the Commission 
engineers’ original cost estimate the 
existing depreciation was $10,054 at 
the same date. 

From a perusal of the testimony, it 
is obvious that, if we remain within 
the confines of the record in this case, 
no substantial credence can be placed 
in the company book and original cost 
figures set out above. We will, there- 
fore, consider them, but will be chary 
of the weight given to them in ar- 
riving at our fair value. 


Annual Depreciation Allowance 


Mr. Guido Moss, assistant chief en- 
gineer of the Commission, introduced 
Exhibit 3, and testified with respect to 
the engineering department’s sugges- 
tions for the aunual depreciation al- 
lowance to be used by the Lebanon 
Exchange of the applicant. 

Exhibit 3 shows, by accounts, the 
percentage depreciation rates adopted 
by the Missouri Standard Company 
in 1938, the company’s average experi- 
ence for Lebanon exchange, and a rec- 
ommended percentage to be used for 
each account. It also shows these rec- 
ommended percentages applied to the 
original cost of the property by ac- 
counts. The resultant over-all rate is 
44 PUR(NS) 


Original Cost 
Estimate 
$45,487 
36,549 
9,719 


$91,755 


1,690 
1,676 


Company 
Books 


$ 73,934.71 
27,365.17 
9,719.20 
$111,019.08 


1,690.00 
1,675.80 


$114,384.88 $95,121 


3.84 per cent per year, which, ex. 
pressed in money, is $2,899 per year. 

Mr. Moss testified that in prepar- 
ing this estimate there was available an 
analysis of the company’s depreciation 
reserve accrual and experience for the 
period May 1, 1928, to 1940, inclusive. 
This analysis shows the total retire- 
ments, those charged directly to ex- 
pense, those charged to the retirement 
reserve, the salvage and the cost of re- 
moval. The information is detailed 
There was 
also at hand a statement of fixed cap- 
ital at May 1, 1928, together with ad- 
ditions and retirements during the pe- 
riod 1926 to 1940, inclusive, and an ap- 
praisal prepared by a firm of private 
engineers, which was used as a basis 
for setting up the plant account. 

Mr. Moss testified that: “In view 
of the fact that we had available ap- 
praisals showing accrued depreciation 
in the physical property both at the 
begining and the end of the period for 
which we have depreciation experience, 
it was believed that the rates for de- 
preciation might be best obtained by 
combining the accrued depreciation as 
now found in the property with the 
materialized depreciation occurring 
during the period under investigation, 
deducting the accrued depreciation 
found in the property at the beginning 
of the period, and relating that sum 


for accounts and by years. 
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RE MISSOURI STANDARD TELEPHONE CoO. 


with the dollar-year investment during 
the 12-year period.” 

He further stated that during the 
period under investigation, the com- 
pany had accrued to its depreciation 
reserve at varying rates, which rates 
were, in some manner, related to its 
earnings. This is indicated by the fact 
that during 1933 and 1934, when rev- 
enues were at a low ebb, the amounts 
set aside for depreciation were lowest. 

The balance in the company’s re- 
serve as at December 31, 1940, was 
$12,682.37, which applies to the in- 
vestment in property for which a de- 
preciation reserve of $94,119 is re- 
quired. On the basis of the Commis- 
sion engineers’ inspection at Decem- 
ber 31, 1940, the calculated deprecia- 
tion accrued on the basis of the com- 
pany’s books was $12,518. Thus, it 
appears that the balance now in re- 
serve is just sufficient to cover the 
accrued depreciation. 

However, on the basis of the Com- 
mission engineers’ original cost esti- 
mate of $82,036 as of December 31, 
1940, of which $75,593 is property 
for which a reserve is required, the 
accrued depreciation amounts to $10,- 
054, so that the balance in the reserve 
appears to be ample to cover the ac- 
crued depreciation, and also to pro- 
vide for a buffer fund protecting 
against unforeseen retirements. 

The presently established reserve 
has been accumulated since May 1, 
1928, and it would appear that the 


composite accrual rate as used by the 
company was more than enough to 
make adequate provision. However, 


the experience of certain accounts is 
obviously incomplete, and for that rea- 
son, neither the experience rates nor 
the past accrual rates would, in the 
long run, set up a sufficient reserve to 
retire the property. 


We believe that the amounts as rec- 
ommended by our engineers will give 
the company equitable treatment, and 
at the same time, will not result in an 
unduly large reserve. We will, there- 
fore, adopt them. 


Conclusion 


[3] Having carefully considered the 
testimony and the exhibits in the rec- 
ord in this case, the Commission is of 
the opinion and finds that the fair 
value of that property of the Missouri 
Standard Telephone Company used 
and useful in serving the company’s 
customers in Lebanon, Missouri, as of 
September 1, 1941, is $87,000, which 
includes all elements of value both tan- 
gible and intangible. The Commis- 
sion is also of the opinion and finds 
that the company should set aside an- 
nually from its operating revenues the 
sum of $2,900 plus 3.85 per cent of 
the cost of those net additions made 
subsequent to December 31, 1940; 
these sums to be held in a depreciation 
reserve fund as specified in the Com- 
mission’s classification of accounts. 
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Pennsylvania Public Utility Commission 


Leon Yablonski, Trading As Van Voorhis 
Water Company 


[Complaint Docket No. 13498.] 


Certificates of convenience and necessity, § 2 — Unauthorized operation — Pur- 


chaser of utility property. 


An inquiry and investigation as to operation of a water plant by one who 
has purchased the property at public auction from a company abandoning 
mining operations, acquired with the intention of salvaging the materials but 
continued upon finding that residences in the mining community were not 
being abandoned, should be terminated where the respondent has admitted 
failure to comply with the Public Utility Law, an application for a certifi- 
cate of public convenience indicates willingness to comply, and the certificate 


has been issued. 


(BucHANAN and THoRNE, Commissioners, dissent.) 


[March 30, 1942.] 


I 


NQUIRY and investigation to determine in what respect re- 
spondent has failed to comply with law, what penalty should 


be imposed, and what should be done to correct violation; pro- 


ceedings terminated. 


By the Commission: By its order 
dated April 8, 1941, the Commission 
instituted an inquiry and investigation 
on its own motion, under provisions 
of the Public Utility Law, to deter- 
mine (1) in what respects respondent 
has failed to comply with the Public 
Utility Law and other relevant laws; 
(2) what, if any, penalty shall be im- 
posed; and (3) what respondent shall 
do in the future to correct any such 
violation. The order also restrained 
respondent from illegally discontinu- 
ing the furnishing of public water sup- 
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ply service during the proceeding. At 
that time respondent did not have a 
certificate of public convenience. 

In answer respondent admitted that 
this public water supply service has 
been furnished in the village of Van 
Voorhis, Fallowfield township, Wash- 
ington county, since the purchase of 
the waterworks facilities on July 15, 
1938; that at the time of the purchase 
the furnishing of such public water 
supply service was not intended ; and 
that, subsequently, it was intended to 
make application to the Commission 
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for a certificate of public convenience 
evidencing its approval of the begin- 
ning of the exercise of the right to 
furnish such service. 

Three months after the Commis- 
sion’s case was instituted, Yablonski 
filed an application on July 16, 1941, 
for a certificate of public convenience 
at A. 60535. At the direction of the 
Commission a joint hearing was held 
in the complaint and the application 
proceedings and the record was con- 
solidated with the understanding that 
a separate decision would be rendered 
in each case. 

The village of Van Voorhis is a 
small mining community and the prop- 
erties therein were formerly owned by 
Valley Camp Coal Company. On July 
15, 1938, upon abandonment of the 
mining operations, the coal company 
sold at public auction its properties in 
the village consisting of houses, gen- 


eral store, office building, garage, wat- 


erworks system, etc. The houses for 
130 families were sold separately and 
were generally purchased by residents 
of the village. The waterworks prop- 
erties, purchased by Leon Yablonski 
and George Gullick in partnership for 
$700, consisted of springs, 20,000-gal- 
lon collection basin, pumps, pump 
house, 5,000 feet of 14-inch copper 
transmission pipe, two wooden storage 
tanks, 2,000 feet of 4-inch wrought 
iron distribution pipe, 3,200 feet of 
2}-inch wrought iron distribution pipe 
and appurtenant controls and equip- 
ment. 

Shortly after the institution of the 
Commission’s inquiry and investiga- 
tion, Yablonski purchased his part- 
her’s interest in the enterprise on June 
5, 1941, for $350 and became the sole 
owner of the waterworks. On July 2, 
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1941, Yablonski complied with the re- 
quirements of the Fictitious Name Act 
and subsequently filed a certificate un- 
der the said act in Washington 
county. 

From the time of purchase of the 
waterworks facilities at the public sale, 
public water supply service has been 
furnished by respondent for compen- 
sation. Beginning July 15, 1938, the 
date of the purchase of the water- 
works, there was a flat rate charge of 
$1 per month for water service to each 
family or establishment taking re- 
spondent’s service. On June 1, 1939, 
the flate rate was increased to $1.10 
per month. On October 1, 1940, the 
charge was further increased to $1.50 
per month and this was the effective 
rate at the date of hearing. Respond- 
ent states that he desires to establish 
flat rate charges per family of $2 per 
month for the first fixture and 25 cents 
per month for each additional fixture. 

Respondent’s present waterworks 
facilities include the right to surplus 
water from four springs located on 
the Beazell tract located about one mile 
from the village, a collection basin, a 
pumping station, pumps, and a chlorin- 
ator located upon the said tract. The 
foregoing facilities, together with 
5,000 feet of 14-inch copper transmis- 
sion pipe from the tract to the village 
and two wooden storage tanks, are the 
only items of property purchased from 
Valley Camp Coal Company by Ya- 
blonski which now remain in use in the 
present waterworks system. In lieu 
of the distribution system now not be- 
ing used, an entire new distribution 
system has been constructed, composed 
of 450 feet of 3-inch galvanized pipe, 
2,200 feet of 2-inch galvanized pipe, 
and 250 feet of 1-inch galvanized pipe. 
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In addition, respondent has construct- 
ed 97 new service connections and has 
installed several valves in the distribu- 
tion system. 

The following tabulation shows re- 
spondent’s statement of his operating 
revenues since July 15, 1938, which 
are stated to be on a cash basis: 


Respondent is presently serving 108 
consumers and the total anticipated an- 
nual revenues from the proposed rates 
would be about $2,800. 

In view of the scope of the Com- 
mission’s inquiry and investigation in- 
stituted April 8, 1941, it is our opinion 
that the proceeding should be termi- 
nated and the record marked closed. 
This position is supported by the facts 
(1) that respondent has admitted in 
his answer that he failed to comply 
with the Public Utility Law; (2) that 
application was made on July 16, 1941, 
by Leon Yablonski, t/a Van Voorhis 
Water Company, for a certificate of 
public convenience, indicating his will- 
ingness to comply with the law; and 
(3) that the certificate was issued by 
us on February 10, 1942. In addition 
thereto, respondent states that he pur- 
chased the waterworks with the inten- 


tion of salvaging the materials but he 
continued water service instead, be- 
cause he found that the residences in 
the village were not being abandoned 
and dismantled. Furthermore, it ap- 
pears that no good purpose would be 
presently served by imposing penalties 
or by prescribing with respect to cor- 
rection of violations; therefore, 

Now, to wit, March 30, 1942, it is 
ordered: ‘That the inquiry and in- 
vestigation be and is hereby termi- 
nated. 


Commissioner Buchanan files a dis- 
senting opinion; | Commissioner 
Thorne concurring with Commissioner 
Buchanan’s dissenting opinion. 


BUCHANAN, Commissioner, dissent- 
ing: I object to granting a certificate 
of public convenience to Leon Ya- 
blonski for the reason that this record 
indicates that he is not the actual own- 
er of the property. 

This fact coupled with the testi- 
mony which the Commission received 
in the application of Edward Yablon- 
ski, trading and doing business as 
Royal-Allison Water Company, A. 
57540, is conclusive to me that there 
is an undisclosed principal who is the 
only person entitled to a certificate of 
public convenience in this case—if 
such certificate should issue. 
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How to design, install, and service 
fluorescent-lighting 
systems 





he greater understanding of 
fluorescent lighting that will 
point the way to more ef- 
lective installations and 








eS) Make sure you get the extra profits 





PRACTICAL 


A number of actual in- 
stallations of many types, 
in factories, drafting rooms, 
offices, stores, homes, the- 
aters, etc., are pictured 
in this manual, with brief 
data, to indicate the scope 
of fluorescent-lighting ap- 
plication and suggest means 
of meeting specific illumi- 


promised by the growing popularity of 
fluorescent lighting. Here is a practical 
manual covering the subject in all its as- 
pects, presented so that anyone can under- 
stand it, with or without much electrical 
training. Gives the most authoritative in- 
formation available on construction and 
performance of all types of fluorescent 
lamps, principles and methods of calculating 
illuminating requirements and designing 
luminaires and installations, pointers and 


aximum customer satisfac- nating problems. 








fon. methods of installing and maintaining fluo- 
rescent lamps and of locating and remedy- 

ing their troubles. Includes working data, comparison of cost factors of 

JUST fluorescent and incandescent lighting, etc.—everything to aid in the de- 
signing, selling, installing, and servicing of efficient and satisfactory fluo- 


PUBLISHED! rescent-lighting systems. 


FLUORESCENT LIGHTING MANUAL 


By Charles L. Amick 


Nela Park Engineering Department 
General Electric Company 





Besides giving a how-to-do-it cast to all information presented, 
the author emphasizes its meaning from the standpoint of 
answering doubts or questions regarding the value of using 
fluorescent lighting. From this book both newcomers in the 
lighting industry and more experienced readers will get an over- 
all picture of every link in the fluorescent lighting chain and an 
appreciation of the importance of each, as well as instructions 
in the methods of design, installation and servicing. 


312 pages, 6 x 9, 217 
illustrations, many tables, $3.00 
hese 10 chapters give you a working 


nowledge of fluorescent lighting and 
ts application 








USE THIS CONVENIENT ORDER COUPON 





|, The Fluorescent Lamp 

2. Auxiliary Equipment 

3, Operating Characteristics 
4, Installation Hints 

5. Service Suggestions 

6 Luminaire Selection 

7. Fluorescent-lighting Design 
8. Color Quality 

9, Fluorescent Applications 

. Lighting Economics 


PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 


Send me a copy of Amick's FLUORESCENT LIGHTING MANUAL 
postpaid. | enclose $3.00 in [] check, [) money order, () cash. 


Address 


City and State 

















im) Industrial Progress 


Selected information about products, 


supplies and 


services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Equipment Notes 

All-Steel Floodlight 

A new floodlight featuring a unique combi- 
nation of sockethousing and reflector die- 
formed in one piece has been announced by 
the Lighting Division of the General Electric 
Company. Made entirely of steel, the flood- 
light utilizes a 200-watt bulb and provides a 
wide beam which can be pointed in any desired 


t 


Flexible 200-Watt Floodlight 


direction by means of the two-jointed shaft 
upon which the unit rests. 

The floodlight, known as the Type L-66, was 
designed to provide an inexpensive means of 
outdoor illumination for protection against 
sabotage or for speeding up night work. 


Breaker Reduces Arc Back Problem 

A high-speed air circuit breaker developed 
by the “General Electric Company minimizes 
“arc back”—a problem engineers have been 
battling since the first commercial mercury arc 
rectifier installation. 

Application of the new Type AG-1 breaker 
will lessen the possibility of power interrup- 
tions in war plants using direct current for the 


reduction of vital metal such as aluminum and 
magnesium, and for various continuous 
processes. The new breaker removes short cir- 
cuits in less than one cycle, or faster than 1/60 
of a second. 


Illuminated Piping Diagram 

The 80,000,000 gallon water system for the 
City of Toledo, Ohio, is safeguarded by an 
illuminated piping diagram, the first of its 
kind, on the Westinghouse bench board. It 
depicts the actual path of the water through 
the system and shows the position of the 
valves. 


Color Perception Tester 

A new color perception test, which has been 
approved by the Surgeon General of the U, S. 
Navy and is used officially by both the Navy 
and Army, is announced by the American Op- 
tical 'Co., Southbridge, Mass. 


Centering Turbine Diaphragms 
Development of a new _ supporting and 
centering arrangement for an_ elastic-fluid- 
turbine diaphragm has resulted in the saving 
of considerable installation time and expense, 
according to the General Electric Company. 
Simple but effective, the new “Dowel Lo- 
cating Pin” process is easy to apply. A screw 
is inserted in a dowel so that by lifting the 
diaphragm, turning the screw slightly, and 
then putting the diaphragm back again, per- 
fect alignment of the diaphragm with the 
turbine shaft is achieved. This obviates the 
necessity for specially fitting the dowels and 
has greatly speeded diaphragm assembly. 


Phosphorescent Pigments for Blackouts 
New improved phosphorescent pigments 
which give off a glow for six to ten hours 
after a 20-minute exposure to light, have been 
announced by the Westinghouse Electric 
Mfg. Co. Although invisible from an ait- 
plane 2,000 feet in the air, these new light- 
storing pigments are bright enough to stand 
out in total darkness on signs, markers, etc. 





BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


WHEAT 


Rechargeable Spotlight 
KOEHLER MFG. CO. 


Marlboro, Mass. 


Weight 6 Ibs. 
' 000 Hours 
Battery Life 
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| ON WAR EMERGENCY PIPELINE CONSTRUCTION — 
| WHERE SPEED and UNFAILING PERFORMANCE 


NADAVEN aL ‘CLEVEL ANDS’ 


ARE INDICATED 


n hours 
wie ompact—fast—flexible—and mobile "Clevelands'' are easy to operate— 
ugged—and amply powered for the toughest tasks, they are delivering maxi- 
um trench footage day in and day out, on ditching jobs in all types of soil 
nd reducing to a minimum service interruptions on a multitude of war and civilian 


mergency projects. 





20100 ST. CLAIR AVE. ee CLEVELAND, OHIO Nr 


“CLEVELANDS’ Save More...Because they Do More 


| iJ THE CLEVELAND TRENCHER COMPANY lor 1] 
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Equipment Notes (Cont'd) 


Fluorescent Lamp Starter 


A new manual-reset fluorescent lamp starter, 
called the “Master No Blink,” which locks 
dead lamps out of the circuit thus allowing 
instant dead lamp replacement, has been an- 
nounced by General Electric’s appliance and 
merchandise department at Bridgeport, Conn. 

The “Master No Blink” starter with its 
manual-reset feature, offers several advantages 
over the automatic starter. In automatic start- 
ers, a flow of current is required to keep the 
dead lamp from flickering. With the “Master 
No Blink,” no current flows through the bal- 
last after the dead lamp has been locked out. 
This current cut-off feature prolongs the life 
of the ballast. It also eliminates the “cooling” 
period which is required for replacement of 
lamps using automatic starters. 
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Catalogs and Bulletins 


Automatic Feed Control 


“Automatic Control for Mechanical Feeders 
on Pulverizing Machines” is the title of a bul- 
letin issued by Max Mosher, 130 West 42nd 
St., New York City. 

Designed to show operators of pulverizing 
machines faced with wartime speedup how to 
step up output from 20 to 35 per cent above 
usual operating capacity, this bulletin deals 
with the latest electronic control which auto- 
matically regulates feeding rate in accordance 
with different materials and varying condi- 
tions. Typical installations show an average 
of 750,000 pounds more output per year from 
the usual pulverizer, 


“Wartime Conservation in the Office” 


The procedures employed by a number of 
companies to inaugurate or intensify exist’ ng 
waste reduction programs in their offices are 
outlined in a report recently issued by the 
Policyholders Service Bureau of the Metro- 
politan Life Insurance Company. The report 
is called “Wartime Conservation in the Office” 
and is available upon request to the Policy- 
holders Service Bureau, Metropolitan Life In- 
surance Company, One Madison Avenue, New 


York City. 


How to Mobilize Capacity 

An 18-page illustrated booklet on kva de- 
mand metering, explaining how it can be used 
to get the most out of existing generating and 





70 MASTER-LIGHTS 


© Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 


CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 

















distribution facilities, is announced by the 
Westinghouse Electric and Mfg. 

The new booklet outlines the most recent 
developments in kva demand metering and ex- 
plains several applications. Graphs and line 
diagrams show the accuracy and practicability 
of the various types of kva meters. 

A copy of booklet B-3135 may be obtained 
from department 7-N-20, Westinghouse Elec- 
tric and Mfg. Co., East Pittsburgh, Pa; 


¥ 


Manufacturers’ Notes 


Autocar Awarded “E” Pennant 

Robert P. Patterson, under secretary of war, 
recently announced in Washington that the 
Army and Navy have conferred on the Auto- 
car Company of Ardmore, Pa., their “E” 
pennant “for high achievement in the produc- 
tion of war equipment.” Autocar is one of 
the first two companies in this entire seven- 
state Army Ordnance district to receive this 
coveted award, and it means that, in addition 
to the banner which can be displayed at the 
Autocar plant, every Autocar employee will 
receive from the Army and Navy a silver 
lapel button carrying the insignia of the award, 


Lighting Program for Utilities 

Maximum utilization of existing lighting 
facilities is the theme of a wartime promo- 
tional program for public utilities released by 
the Lamp Division of the Westinghouse Elec- 
tric and Manufacturing Company. Divided into 
three sections, Homelighting, Industrial light- 
ing and Institutional Advertising, the litera- 
ture points out the nature and extent of the 
vital job good lighting is doing to help win 
the war. 


Animated Displays for Nutrition Promotion 

Animated displays originally created to pro- 
mote the health and vitamin-protection fea- 
tures of G.E. refrigerators, are now being of- 
fered without charge on a loan basis for use 
in promoting national nutrition, it is announced 
by Glenn Gundell, advertising manager of Gen- 
eral Electric Company’s appliance & merchan- 
dise department, Bridgeport, Conn. 


Timken’s Maintenance Program 

The Timken-Detroit Axle Company’s “Keep 
’Em Rolling for Victory” A.M. (Axle Main- 
tenance) program rolled into its sixth suc- 
cessful month in August. 

The Timken A.M. slide-film presentation, 
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“Mister, | don't know slide rules, but I 





Whether by slide rule theory 
or actual field service 


ORDSTROM VALVES sez the pace! 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Pittsburgh, Pa. Branches: Boston, 
geles, Memphis, New York City, 


trys Buffalo, Brooklyn, Chicago, Columbia, S. C 


3 -; Des Moines, Houston, Kansas 
Philadelphia, San Francisco, Seattle, Tulsa. 
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Why dig through a 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 


large range of conductor sizes; 
with 1, 2, 


3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Iso sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split ‘tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


ENN-UI FITTINGS BOLIC 





Manufacturers’ Notes (Cont'd) 


first made available in March, has been shown 
to thousands of members of the trucking in- 
custry during the period of the last four 
months. Interested groups can make arrange- 
ments to see the “A.M. Presentation Show” py 
writing to the factory. : 


Fuel Conservation Program 


A nation-wide fuel conservation program 
has been announced by the American Society 
of Heating and Ventilating Engineers. 

It is expected that more than 40,000 mem- 
bers of allied associations will participate in 
the Society’s program. 


R. S. Neblett Takes Navy Post 


R. S. Neblett, assistant manager of the Gen- 
eral Electric Company’s turbine division, has 
been appointed to a position with the Bureau 
of Ships of the U. S. Navy. 

Mr. Neblett, who has been with G-E since 
1923, has been assistant manager of G-E’s tur- 
bine division for the past three years, prior to 
which he had been manager of sales. 


C. D. Manning Heads Kellogg Sales 


Kellogg Switchboard and Supply Company, 
manufacturer of telephone and other com- 
munication equipment, has announced the ap- 
pointment of C. D. Manning as general sales 
manager with headquarters in Chicago. Mr. 
Manning joined the Kellogg Company as ex- 
ecutive assistant to the president in 1940 after 
13 years with the International Telephone and 
Telegraph Corporation. 


Servel Announces Changes 

The advertising department of Servel, Inc., 
manufacturers of the Servel gas refrigerator, 
has been transferred from New York City to 
the factory at Evansville, Ind., it was an- 
nounced by George S. Jones, Jr., vice-presi- 
dent and general sales manager of the com- 
pany. R. J. Canniff, sales promotion manager 
of Servel since 1939, has been appointed ad- 
vertising manager in addition to his present 
duties which he still retains. William Rey- 
nolds, of New York, former advertising man- 
ager, has resigned. 


“West Lynn” Meter Movie for Utilities 


“West Lynn,” a Kodachrome sound motion 
picture on watthour-meter manufacture, ex- 
hibited: by General Electric, has attracted in 
the past few months a combined audience of 
more than 3000 in industrial centers through- 
out the country. Plans are being made to ex- 
tend the showing of the film throughout the 
summer and fall. 

The picture has been displayed as part of a 
program offered by General Electric to help 
utilities train new employees of their meter de- 
partments. The program includes, besides 
“West Lynn,” a brief explanation of the watt- 
hour meter and its contribution to war pro- 
duction, and a discussion of two new testing 
devices. 
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Get Specialized Truck Service at Officia 
Stations of the U. $. Truck Conservation Corp 


THE MONEY you spend for maintenance—now— Ne a Saar er eT 


* 


determines the kind of truck performance you'll be + OFFICIAL STATION 





getting next year! That’s why Uncle Sam has asked 
every truck man in the nation to sign a solemn 
pledge to help keep America’s trucks rolling longer. 


U.S. 


Be sure your trucks display the Official Truck 
Conservation emblem. Take your trucks to the In- 
ternational dealer or branch and get Official Station st et mere 
Service—skilled and experienced service that will heey a 
keep your trucks rolling longer, whatever the make ep 
Wherever this siga 


or model. linked with Internati 
al, you can depend of 

that your trucks Ww: 

INTERNATIONAL HARVESTER COMPANY the best there is to 

Chicago, Illinois out the emerge 


e-eeeeeeee ee oe ee 





180 North Michigan Avenue 


INTERNATIONAL SERVICE 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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MEET YOUR CRITICAL WAR TIME REQUIREMENT] 
ca 


— 


TOKERS * UNIT HEATERS * GAS BURNERS * REFRIGERATIO 
ee eos ees SS NE ee ES 


AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATION 


ASSURE PERFECT OPERATION 


AND LONGER CONTROL LIFE 








The design, construction and operation of 
Mercoid Controls fit them for the exacting re- 
quirements of wartime emergencies, when serv- 
ice attention must be reduced to a minimum. 

Throughout industry, in all its branches, this 
qualification of Mercoid Controls is accepted by 
plant engineers. Their universal use makes them 
a familiar sight with few, if any, exceptions in 
every plant where control equipment is essential. 
Make a note to examine one and investigate its 
performance. You will find a startling confirma- 
tion of Mercoid’s claims for its instruments. 

What's the reason? An outstanding one is that 
every Mercoid Control is equipped with one or 
more Mercoid mercury switches for making and 
breaking the electrical circuit. Contact troubles 
due to dust, moisture, corrosion, and arcing are 
minimized. Engineers appreciate also the time 
saving factor in checking Mercoid Control equip- 
ped circuits. They can see the contacts function 
—don't have to waste valuable time in testing. 

lf your problems involve the control of temper- 
atures, pressures, liquid levels, or certain me- 
chanical operations, consult Mercoid. An able 
staff of engineers is at your service. Priorities 
are necessary, but an adequate stock for essen- 
tial uses has been provided for. If your source 
library is without a catalog write for one today. 


THE MERCOID CORPORATION 


4213 Belmont Avenue + Chicago, Illinois 
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IN A SINGLE VOLUME... 





ere is the great standard reference work of all in the 
lectrical engineering profession or whose work in in- 
dustry or engineering touches on this field. !ts 2303 
pages present a handy-reference compilation of prac- 
ical, usable data from all fields of electrical engineer- 
ng practice, plus the most frequently required funda- 
ental theory, units, and systems of measurement, made 
dependable by the work of more than 100 engineers, 
cientists, teachers, and other authorities. 


panama HANDBOOK 
or 
LECTRICAL ENGINEERS 


Prepared by a Staff of 102 Specialists 


ARCHER E. KNOWLTON, Editor-in-Chief 
Associate Editor for Engineering, Electrical World 


th edition, 2303 pp., 6x9, 1700 illus., 600 tables, $8.00 









ow greatly improved in size and make-up as well as 
biect matter—revised from end to end—with new 
aterial, whole new sections added—more contributors 
the Standard continues as the one indispensable 
eference tool of the electrical engineering profession. 














DESIGNED TO USERS’ SPECIFICATIONS 


tevious to revision, a large number of users of past 
ditions were consulted as to what they would like the 
ew edition to be. As a result of their suggestions, this 
ew edition contains such improvements as more em- 
hasis on handy-reference compilation of usable facts, 
ss historical material, and more data about equip- 
ent, materials, and practices, more sources of in- 
ustty standards, codes and specifications, and ex- 
panded index, as well 
as complete revision of 
subject matter to keep 
abreast of current prac- 







tice. 









NEVER BEFORE SO MUCH PRACTICAL 
HELP FOR ELECTRICAL ENGINEERS 



















any fe 
{ 
i 


A 
bse 


26 BIG SECTIONS 


Units and Conversion Factors 

Electric and Magnetic Circuits 
Measurements 

Properties of Materials 

Circuit Elements 

Transformers, Regulators and Reactors 
Alternating-current Generators and Motors 
Direct-current Generators and Motors 











Rectifiers and Converters 

Prime Mover: 4 

Power Plant Economics y 

Power System Electrical Equipment 

Power Transmission 

Power Distribution 

i Design — Commercial and 
Buildings 

tHlumination 

industrial Power Applications 








Industrial 







Electric Heating and Welding 
Electricity in Transportation 
Electrochemistry and Electrometaliurgy 
Satteries 

Wire Telephony and Telegraphy 
Electronics and Electron Tubes 

Radio and Carrier Communication 
Codes and Standard Practices 
Electrophysics 












WHAT THE NEW STANDARD GIVES YOU 

—definitions, conversion factors, physical and math- 
ematical principles 

—accepted formulas and experimental data 

—bases of design of electrical equipment for com- 
mercial performance 

—principles and practice of assembling such ap- 
paratus into systems 

—criteria and results in applying electricity in va- 
rious industries, etc. 

—the information you want in the form you can use 
it; the means of avoiding errors, saving time 
and trouble in procuring vital information, as- 
suring yourself of best results in handling a wide 
variety of problems. 













(J cash. 


USE THIS CONVENIENT ORDER COUPON 
PUBLIC UTILITIES FORTNIGHTLY, Munsey Bidg., Washington, D. C. 


Please send me a copy of the new 7th edition of Standard Handbook for 
Electrical Engineers postpaid. 


| enclose $8.00 in (] check [] money order 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








— Ford, Bacon & Davis, a oa 


OONSTRUCTION £ x 
ngineers INTANGIBLES 


OPERATING COSTS 
VALUATIONS AND REPORTS 


NEW YORE PHILADELPHIA WASHINGTON OCLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 


Consulting Engineering Mergers 
Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
New York San Francisce 


—— 





Chicago 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 
e HOUSTON e PITTSBURGH 


BOSTON © NEWYORK e CHICAGO 
LOS ANGELES 


SAN FRANCISCO e¢ 














THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 
Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 








Economic and Business Reports 


BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES Investigations, Valuations, Cost Studies, Rates 
Regulatory Problems and Proceedings 


DESIGNS AND CONSTRUCTION — OPERATING 


11 PARK PLACE, NEW YORK CITY 
61 BROADWAY NEW YORK 


36 STATE STREET, ALBANY, N. Y. 








BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS - . 
; ‘ mie Erecting Engineer 
Appraisals, investigations and re- 
ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 
4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 








EARL L. CARTER FrRANcIs S. HABERLY 


Consulting E nearer ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, ? ; 
PENNSYLVANIA, WEST VIRGINIA, VRENTUCKY Appraisals—Original Cost Accounting— 
Public Utility Valuations, Reports and Rates—Depreciation—Trends 
Original Cost Studies. 
122 South Micuican Avenug, Cuicaco 


910 Electric Building Indianapolis, Ind. 
(Professional Directory Concluded on Next Page) 
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PROFESSIONAL DIRECTORY 
(concluded) 














JACKSON & MORELAND SLOAN & COOK | 


ENGINEERS CONSULTING ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 120 SOUTH LA SALLE STREET 
DESIGN AND SUPERVISION VALUATIONS CHICAGO 
ECONOMIC AND OPERATING REPORTS 










Appraisals—Original Cost Studies 
BOSTON NEW YORK Depreciation, Financial, and Other Investigations 






















JENSEN, BOWEN & FARRELL J. W. WOPAT 




















Engineers Consulting Engineer 
Ann Arbor, Michigan Construction Supervision 
Appraisals - Investigations - Reperte a a eg 
i _ , in connection with : 
Sinsation, collet ace apetty ae 1510 Lincoln Bank Tower — Fort Wayne, Indiana 
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e Whatever the demands of the gas in- 
dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 

















@ Mr. A. L. Smyly 
President 


g % Connelly Iron 
j Sponge & 
Governor Co. Connally 
iRow 
IRON SPONGE and GOVERNOR Company LZ" 
CHICAGO, ILL. ELIZABETH, N. J GE 
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Many valuable facts are being offered 
these days on the vitamin content of foods. 
But have you noticed how little the public 
is told about how to cook these foods so 
that these vitamins may be preserved? 

Robertshaw has seized this golden opportunity to perform a 
much-needed public service—and also promote a market for better 
cooking equipment when peace is here again. 


Through its Educational Program, Robertshaw is teaching the 
gospel of “Measured Heat” and the part heat plays in proper cook- 
ing. The Robertshaw “Measured Heat” Program is used by Home 
Economies teachers in grade and high schools. It is also widely 
used by County Home Demonstration Agents, Home Economics 
supervisors, and at Universities where home economics teachers 
study. These are the people in whose hands the future of cooking 


YROBERTSHAW faurnswy 


YOUNGWOOD, PA. 





THE ROBERTSHAW 


MEASURED HEAT PROGRAM 
explains the ——— 
of optimum temperat e 
in baking and roasting 
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INDEX TO ADVERTISERS 


[ The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
Addressograph-Multigraph Corp. 
Outside Back Cover 
*Aluminum Co, of America 
American Appraisal Company, The 





B 


*Babcock & Wilcox Co. 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 
*Brown, L, L., Paper Co. 
Burroughs Adding Machine Co. ........... 








Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney, E. J. and Co. 
Cleveland Trencher Co., The 
Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. 
Crescent Insulated Wire & Cable Co., Ine. 

Inside Back Cover 
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Davey Tree Expert Company 
Day & Zimmerman, Inc., Engineers ... 
Dicke Tool Company 





E 
Egry Register Company, The 
Ehret Magnesia Mfg. Co. 
Electric Storage Battery Company, The 
Elliott Company 
*Ethyl Gasoline Corporation 








F 

Foley, Robert E., Erecting Engineer 

Ford, Bacon & Davis, Inc., Engineers .................... 44 
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General Electric Company 
Grinnell Company, Inc. 








H 
Haberly, Francis 8., Engineer 
Hoosier Engineering Company 
I 


International Business Machines Corp. 
International Harvester Company, Inc. 
I-T-E Circuit Breaker Co. ..........Inside Front Cover 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers .. 
Johns-Manville Corporation ..........0.0.0.02c00 
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Kerite Insulated Wire & Cable Co., Inc., The... 
Kinnear Manufacturing Company, The ... 
Koehler Manufacturing Company 

Kuhlman Electric Company Insert at page 3 
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Manning, J. H. & Company, Engineers 
*Marmon-Herrington Co., Inc. 
Merco Nordstrom Valve C r 
Mercoid Corporation, The 
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Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Co. ... 
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Parsons Paper Company 
Pennsylvania Transformer Company 
Penn-Union Electric Corporation ...... 
Pittsburgh Equitable Meter Company 
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Railway & Industrial Engineering Company 
Recording & Statistical Corp, .....-.-..--------- 4 
Remington Rand, Inc. 
Ridge Tool Company, The .... 

Riley Stoker Corporation ...... 
Robertshaw Thermostat Company ..... 





Ss 


Sanderson & Porter, Engineers .........---.---- 
Sangamo Electric Company 

Sargent & Lundy, Engineers 

Sloan & Cook, Consulting Engineers 
Sprague Meter Company, The ..........-.----- wast 
Stone & Webster Engineering Conporation: atone 
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*Timken-Detroit Axle Co., The 
*Todd Combustion Equipment, Inc. - 


Vv 
Vulcan Soot Blower Corp. 
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White, J. G., Engineering Corporation, The 
Wopat, J. W., Consulting Engineer 
44-46 
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RESCENT is in 
all-out” pro- 
uction NOW 
) help win this 


ESCENT 


Manufactures ELECTRICAL 
WIRES & CABLES to Provide 
in Power for — 


war! 
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With 
FEWER people 
to do 
MORE work 


SIMPLIFIED PAPER WORK ROUTINES 
WILL HELP CARRY THE LOAD 


* Swift-moving events in far-away 
places must be more than matched by 
swift-moving action at home. Delayed, 
unfinished, inaccurate operating pro- 
cedures will not keep essential services 
at peak efficiency. Paper work routines 
control procedures in all departments. 
With fewer desk workers, and some of 
them inexperienced, simplification and 


coordination of routines will expedite 
the flow of necessary work. 

Because Addressograph-Multigraph 
Methods simplify and organize papet 
work routines, and because they save 
time, prevent mistakes and eliminate 
many costly wastes, they are of inesti- 
mable value in speeding up and assut- 
ing accuracy in results. 


TO USERS OF OUR PRODUCTS: You are entitled to the services of our Methods Depart- 
ment in helping you to extend the use of your present equipment. If you are interested 
in receiving up-to-date information, it is available to you on request, without charge. 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION : Cleveland - Ohio 


Addressograph and Multigraph are trade-marks registered in the United States Patent Office 


Addressagraph-Multigraph Methods save BRAIN HOURS AND HAND HOURS 





